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iv i WW Sectional Customer Service Counte 


for Cashiering or Bookkeeping 


This new Remington Rand Service Counter 
has all the advantages you’ve been looking 
for. Just check this list and see for yourself: 

1. Your customer is waited on in comfort 
at a counter 50” high. Your clerk waits on 
him in comfort seated at a desk 31” high, 
with everything she needs within easy reach. 


2. You save costly floor space with this 
sectional counter, by combining the usual 
counter with the desk ordinarily used, ena- 
bling the clerk to face the customer at all 
times. 


3. The working side can be fitted with 
either steel or insulated files or cabinets; the 
insulated housings give one hour’s protec- 


Remington. Frand 


tion against fire to your valuable records 
24 hours a day. 


Your clerks will be more comfortable and 
will do better work; your office will look far 
more attractive and less cluttered, with this 
counter planned for you. Send the coupon 
today for full information. 
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REPRINTS OF ARTICLES 
(200 or more copies) 

available on orders re- 

ceived within 30 days 

after publication date. 

Address 
WASHINGTON OFFICE 
for quotations. 








PusLic UTILITIES FORTNIGHTLY.. 
stands for Federal and state regu- 
ation of both privately owned and 
operated utilities and publicly owned 
and operated utilities, on a fair and 
nondiscriminatory basis; for nondis- 
criminatory administration of laws; 
for equitable and nondiscriminatory 
taxation; and, in general—for the per- 
petuation of the free enterprise sys- 
tem. It is an open forum for the free 
expression of opinion concerning pub- 
lic utility regulation and allied topics. 
It is supported by subscription and 
idvertising revenue; it is not the 
mouthpiece of any group or faction; 
itis not under the editorial supervi- 
ion of, nor does it bear the endorse- 
ment of, any organization or associa- 
tion. The editors do not assume re- 
ponsibility for the opinions expressed 
its contributors. 


$1.00 a Copy 
26 Issues a Year 
Annual Subscription Price 
United States and possessions $15.00 
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ipreSSURE BOILER 


THE PRESSURE CEILING 


To bring new efficiency levels 
in steam-electric generation 


Progress toward the greatest possible efficiency in 
power generation has taken a spectacular stride 
with the development of the B&W Universal 
Pressure Boiler unit that will utilize unprecedented 
pressures and steam temperatures . . . will make 
possible the most efficient steam-electric generat- 
ing unit ever built. 


Through cooperative research and development, 
efficiency of power generation in the United States 
has been advancing steadily. However, across the 
path of development stood the critical ‘pressure 

. 3206 psi . . . beyond which steam and water 
could no longer be separated. If further important 
economies were to be achieved, this barrier had 
to be broken. Only by going to pressures far 
beyond anything being used could new and 
broader avenues to greater economy be opened. 
This is the significance of the Universal Pressure 
Boiler and the new turbo-generator installation 
for the Philo Plant of the Ohio Power Company. 


The new B&W UNIVERSAL PRESSURE BOILER will be of the 
once-through type in which water at 5500 psi will be 
pumped through and changed into superheated steam in 
@ single fast passage through the boiler tubes. Steam ot 
4500 psi ond 1150 F—almost double the current highest 
steam pressure and 50 F above the present highest tem- 
Perature—will spin the specially designed turbo-generator. 
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In 1923, the earliest Reheat Unit in the country, 
generating 40,000 kw, was installed at the Philo 
Plant. Its design pressure was 650 psi with initial 
steam temperature of 750F. By 1937, a new record 
high pressure—2650 psi drum design, with 940F 
at the superheater outlet—was established with a 
B&W Open-Pass Boiler for Twin Branch Station of 
Indiana & Michigan Electric Company. And now, 
again at Philo Plant, in the same building and on 
the existing foundation of the original 40,000 kw 
unit, the new B&W Universal Pressure Boiler, with 
a turbo-generator operating at 4500 psi and 1150F, 
will produce 120,000 kw, in the same space and 
using 45% less fuel per kilowatt-hour. 

Smashing through the pressure ceiling—3206 
psi—is a culminating achievement typical of the 
imaginative daring which has marked previous 
advances in economy of steam-electric generation. 
It opens a new era for the American utility industry 


Two stages of reheat will be employed in the boiler—the 
first at’ 1150 psi ond 1050 F and the second ot 165 psi 
ond 1000 F—and it will be equipped with three B&W 
CYCLONE FURNACES fo assure most rapid ond complete 
combustion of the coal, with mini ond 
greatly reduced fly ash discharge from the stack. 





The Universal Pressure Boiler a two vital savings: 


Radical reduction in fuel consumption 





| By eliminating the steam drum and making ib| 


® savings in initial investment. 







DIVISION 


pletely new 
concept of orranging heot absorbing man Hany building requirements 
and erection costs will be. materially reduced, bringing important 


through the use of a highly efficient 
steom cycle. 
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ero in. The Harvard Law 
School Record last February, Wil- 
liam A, Till, well-known New England 
public utility law specialist, drew some 
interesting comparisons about the grad- 
ual change in the law of public utility 
regulation over the years. Mr. Hill 
pointed out that thirty or more years ago 
the adjustment of rates involving utilities 
was seldom a matter of great public in- 
terest. Public utility commissions gen- 
erally “requested” conferences with man- 
agement which resulted in a reduction of 
rates in certain classifications of services. 
Sometimes the commission dictated the 
selection of these classifications but more 
often it was left to the utilities. 


Tuts method of regulation worked out 
fairly well, according to Mr, Hill. The 
interests of consumers were given due 
regard and the reductions chosen usually 


fitted management plans and stimulated 


efforts to inerease sales. “In those days 
the commission was akin to the respected 
policeman on the beat, who seldom had 
occasion to be tough,” said Mr. Hill. 
Litigation in utility cases was not sub- 
stantial throughout the country. 
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CHARLES E, 


changes in the wake of World War I, 
the depression of the thirties, and World 
War II, The prices of labor and mate- 
rials have increased and taxes have sky- 
rocketed. What has been the effect on 
regulation? “The laissez faire type of 
regulation so generally satisfactory and 
fair in prior years has given way in many 
jurisdictions to a political approach which 
has tended to protect the consumer 
against increased rates reflecting the eco- 
nomic change in price levels.” That is 
Mr. Hill’s conclusion and he goes on to 
say that this could only be successfully 
accumplished by ignoring the impact of 
these changes on the utilities, 


But can the impact on the investor be 
ignored indefinitely? We seem to be 
passing through a period of uncertainty, 
with some of the state courts clinging 
to the old rule of fair value, some in a 
mood to experiment with formulas 
worked out by the state commissions, and 
still others shifting prior positions. 


HE opening article in this issue is a 
long-range evaluation of the trend 
of regulatory decisions in the great com- 
monwealth of Pennsylvania. Most of 
these key decisions have come from the 
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works continuously 


with the public utility industry 


IRVING TRUST COMPANY 
ONE WALL STREET . NEW YORK 15, N. Y. 
Capital Funds over $122,000,000 Total Resources over $1,200,000,000 


Wittiam N. ENsrrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT ILNSURANCE CORPORATION 














8 PAGES WITH THE EDITORS (Continued) 


Pennsylvania Superior Court, to which 
appeals from commission rate orders are 
first taken. Are these court decisions 
changing Pennsylvania rate regulation? 
That is the question which the article by 
Cnartes E, KENwortHey, former jus- 
tice of the Pennsylvania Superior Court 
(from 1941 to 1944), has undertaken to 
review, This article is, in substance, simi- 
lar to the case analysis made in a more 
formal paper read by Jupce KeEwn- 
WorRTHEY before the public utility law 
section of the Pennsylvania Bar Associa- 
tion at its recent annual meeting at Spring 
Lake, New Jersey. 


sorN in Milford, the son of an Army 
inedical officer, JUDGE KENWORTHEY was 
educated at the University of Pennsyl- 
vania (BA, ’22; LLB, ’25). Following 
his admission to the Pennsylvania bar, 
he practiced in Philadelphia until his ele- 
vation to the bench. Since leaving the 
court in 1944, he has practiced in both 
Philadelphia and Pittsburgh where he is 
now a partner in the firm of Reed, Smith, 
Shaw & McClay, 
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| pwn tailored for the public utility 
industry afford an authoritative source 
of cost trends for utility property and 
greater accuracy than is possible by field 
estimating. An instructive article on that 
subject by Ezra B. WHITMAN, a former 
member of the Maryland Public Service 
Commission, and Ernest C. Nortu be- 
gins on page 285, under the title of 





PAUL B. 


MCKEE 


AUG. 27, 1953 


“Trending Public Utility Construction 
Cost Indices.” Mr. WHITMAN is the 
senior member of the well-known engi- 
neers’ firm of Whitman, Requardt and 
Associates of Baltimore, and Mr. Nortr 
is also associated with that organization. 
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AUL B. McKee, whose article on 
“Power in the Pacific Northwest” 
begins on page 291, is one of the best 
known operating electric utility execu- 
tives in the country, Born in San Fran- 
cisco in 1891, he was educated at Stan- 
ford (AB in EE, ’14), after which he 
joined the old California Oregon Power 
Company. He became vice president and 
general manager of the company in 1920, 
and president of Emprezas Electricas 
Brasileiras of Brazil in 1927. He became 
president of Pacific Power & Light Com- 
pany in 1933, as well as president and 
director of Northwestern Electric Com- 
pany and Portland Gas & Coke Com- 
pany. 
* * * * 
MONG the important decisions pre- 
printed from Public Utilities Re- 
ports in the back of this number, may 
be found the following: 


THe Federal Power Commission 
rules on its authority to entertain a mo- 
tion for the omission of the intermediate 
decision procedure subsequent to the 
rendition of the initial decision by an 
examiner. (See page 65.) 


TuE Federal Power Commission rules 
upon what constitutes abandonment of 
facilities within the meaning of § 7(b) 
of the Natural Gas Act, (See page 65.) 


THe Massachusetts Department of 
Public Utilities holds that the remedy of 
«a telephone subscriber whose service has 
heen discontinued because of unlawful 
use is to complain to a judicial, rather 
than an administrative, body. (See page 
88.) 


THE next number of this magazin 
will be out September 10th. 
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duplicator supplies 


CORONET REM-MASTERS are tops in spirit 
hectograph duplicating masters and produce 
a greater number of sharp, clear, easy-to- 
read copies. The Coronet Rem-Master also 
has many typing ease features which sim- 
plify and speed preparation. 


PLASTIPLATES ... easy to prepare and use 
plates for offset duplicating. Available in 
Direct Image for straight typing, form work 
and simple drawings; Photographic for 
more complex art; and new speedy Pre- 
sensitized Photospeed for those “need-in-a- 
hurry” copies. 


PROCEL STENCILS for your stencil dupli- 
cators assure long runs of clear, sharp, 
easy-to-read copies. Remington Rand’s 
unique plastic coating makes preparation 
easy, eliminates cut-outs, and reduces type- 
clogging. Also available with your form, or 
other material, embossed thereon. 


Find out about getting the best results from 
your office equipment. Write today to Remington 
Rand Inc., Room 1044, 315 Fourth Avenue, 
New York 10,N.Y. 


PROFIT-BUILDING IDEAS FOR BUSINESS 








Coming IN THE NEXT ISSUE 


* 


THE LIFE INSURANCE INVESTMENT IN PUBLIC UTILITIES 


America is constantly changing and the building and expansion of its utili- 
ties must change accordingly. Gas, electric, and telephone utilities have 
long looked to the nation's 88,000,000 life insurance policyholders as the 
source of capital funds to carry on such programs of change and expansion. 
Holgar J. Johnson, president of the Institute of Life Insurance, tells us in 
this article what an important stake America's policyholders have in the 
success of public utilities, aside from their alternative capacities as cus- 
tomers or as personal investors. 


TELEPHONE NUMBERS GET A PARTY LINE 


All over the United States a long-range, comprehensive telephone num- 
bering program is being completed. It is a task which must be done before 
telephone subscribers can dial long distance anywhere in the United States. 
The standardizing of exchange names and digit sequences is explained in 
this readable article by James H. Collins. Bell and independent telephone 
companies throughout the United States and Canada are co-operating 
in the necessary changeovers. 


PRIVATE HYDRO'S RECREATIONAL ADVANTAGES 


The argument is often made that development of hydroelectric sites by 
regulated, business-managed utilities tends to neglect social by-products 
or other multipurpose features which government development would em- 
brace. This article, by William J. Cadigan of the New England Electric 
System, is an account of how one privately owned and operated utility 
company system has developed public recreational facilities in connection 
with its hydro operations—at no expense to the taxpayer. 


JAPAN SEEKS DOLLARS FOR POWER EXPANSION. PART I. 


Since VJ-Day, Japan has received major economic assistance from the 
United States for rehabilitation and relief. That country's power facilities 
are unequal to the needs of the future and much of its existing generating 
and distribution facilities is in need of repair and modernization. Herbert 
Bratter, economist and business author, discusses the changes in the or- 
ganizational structure of Japan's power system which have been taking 
place under the supervision of American occupation and rehabilitation 
agencies. 


* 


A / SO .. « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip. 
and other features of interest to public utility regulators, companies, 


executives, financial experts, employees, investors, and others. 
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Does the spade work 
at half the cost 


Compiling an analysis of customers’ bills 
in your offices is in all probability, both 
time-consuming and expensive. 


Instead of having your people do all the 
tedious spade work, why not call in R&S. 
Here’s why: 

As many as 200,000 of your customers’ bills 
can be analyzed in a single day by our 
staff, employing a special Bill Frequency 
Analyzer. 


You get your analyses in 2 the usual time. 


Your final cost is often 2 the expense of 
having the analysis made in your own 
offices. 

Why not write or telephone now for further 
information? 


P.S. If you use punched cards for billing, 
we are equipped to make your analyses 
from them. 





Automatically classifies and adds in 300 reg- 
isters—in one step. This special Bill Frequency 





Analyzer can cut your present clerical costs 


in half. 


Recording and Statistical 
Corporation 


100 Sixth Avenue New York 13, N. Y. 
WOrth 6-2700 


— 
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“There never was in the world two opinions alike.” 










































—MonTAIGNE 
cxeerpt from statement, National “Socialism by a state government is no better than b: 
.lssociation of Manufacturers. the Federal government.” 
* 

Ear, BuNTING “Congress has a splendid opportunity to declare its 
Vunaging director, National faith in the private competitive enterprise system by 
lysociation of Manufacturers. passage of the Miller-Capehart-Martin Bill.” 

» 
Ewinc T. Boves “We are sagacious enough to know that at any tinx 
President, Investment Bankers private capital cannot or will not do the job that needs 
Association. to be done, the government has a way of moving into 
such a vacuum.” 
* 
CLARENCE B. RANDALL “The next generation of businessmen will be articulate, 


President, Inland Steel Company. knowing what they believe and entering joyously into the 
battle of ideas, or there will be no business as we have 
known it heretofore.” 


¥ 
LeLtanp I. Doan “Let us not think of business leadership in terms of 
President, Dow Chemical power, but in terms of responsibility. Leadership means 
Company. forging carefully but confidently ahead, not dragging our 
feet and mumbling, ‘Watch out! Be careful! Take it 

easy !’” 

* 
KARL KOERPER “When everyone in the company, from the lowest-paid 
Vice president, Kansas City employee up to the president, is interested in putting load 
Power & Light Company. on the lines, then you have a utility that, given any chance 


at all as regards the economy of its service area, will do 
a better-than-average job.” 





+ 
H. P. Liverstpce “When governmental agencies assume the prerogative 
Chairman of the board, of management, and exercise unlimited jurisdictional 
Philadelphia Electric Company. powers, the result is not regulation. It is regimentation 


Under such a system, management becomes subservien! 
to a form of bureaucratic dictatorship.” 


> 
Hucu Butter “The ‘recapture’ provision is a real impediment to the 
U. S. Senator from Nebraska. financing program of a [state or municipal hydro] licensee. 


. .. Certainly, the state and local agencies cannot borrow 
on anticipated revenues of the project, if its properties are 
subject to seizure by the Federal government.” 
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Yas Coolant / 


SPRAGUE 


CAST IRON AND ALUMINUM CASE 


GAS METERS 
and 


REGULATORS 


For high, medium and low pres- 
sures in manufactured, natural 
and liquefied petroleum gases. 


Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. 





















SPRAGUE NO. 1A METER 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 
The foresight of Sprague Engineers in the 
past, today makes the oldest Sprague 
models as efficient as the newest. 


The services of the Sprague Engineering 
Staff cre at your disposal. Data and prob- 
lems of gas measurement and control will 
be gladly furnished. Write for a complete 
set of catalogs. SPRAGUE 1500 REGULATOR 











THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTICUT 
BRANCHES: DAVENPORT, LOWA ® HOUSTON, TEXAS 
LOS ANGELES, CAL. © SAN FRANCISCO, CAL. 


REMARKABLE REMARKS—( Continued) 


VALTER REUTHER 


President, Congress of Industrial 


Organizations. 


MIDNEY SOWENSRUD 


President, Gulf Oil Company 


. Kerri GLENNAN 


President, Case Institute of 


Technoloqy 


BENJAMIN F. Fatriess 


Chairman of the board, United 
States Steel Corporation. 


RicHarp M. Nixon 
lice President of the 
United States. 


EDITORIAL STATEMENT 


Vew York Herald Tribune 


SAMUEL B. STEWART 


lice president and general counsel, 


Bank of America. 
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“In general, European employers are not willing to shar: 
the fruits of production with the workers. As long as the: 
continue taking this stupid, narrow attitude, they ar 
playing right into the hands of the Communists.” 


> 


“Tras the broader-gauged man who is searee, the meas 
who sees hevond today’s job, the man who knows his funda 
mentals well and learns the details as he needs then 
... The men who come into management must understand 
the whole sweep of modern economic, political, and social 
life.” 

we 

“Unless we make it our business as businessmen and 
citizens to understand private deve lopment of atomic power 
to mdustry, we will find that government will dominat 
the theld. . Hlistory does not support the thesis that such 
developments are best handled by government. Particularh 


is this true where industrial problems are involved.” 


“".. ever since the invention of gunpowder—some seven 
centuries ago—man has engaged in a prodigious and thor 
oughly unsuccessful effort to destroy himself; and I do 
not think that he is big enough, smart enough, or almighty 
enough to do so now in spite of all the progress he has 
made in his recent excursions toward atomic infinity.’ 


> 


. When you look at the record, and | say let us lool 
particularly at the record at the end of this session, vou 
wili find that the President has won all the hattles. Every 
time there has been a major issue in which there appears 
to be congressional opposition to his program, he comes 
up with a decisive vote. Take the excess profits tax, for 
example. The vote was approximately four or five to one 


* 


“The new administration is coming to grips with the 


harsh and frequently unpleasant business of making 


budgetary cuts... . The first thing to be realized is that 
economy is bound to hurt... . But the large objectives for 
which all this is undertaken surely make the hurt worth 
while. Beyond the economy drive is the prospect of 
budget brought into balance, of taxes reduced, incentives 
restored, and in general of a more lithe and efficient Fed 
eral structure.” 


¥ 


“. . it is not alone in relations with customers that 
Capitalism has found a conscience. Employees of ow 
great American corporations, almost without exception 
today receive liberal vacations with pay, sick leave, grouy 
life insurance, and insurance to assist with medical, surgi 
cal, and hospital expenses when illness strikes. [There is 
also] a growing trend to provide programs by which it is 
made easy for every employee to hecome a stockholder, 
a part owner of the firm for which he works.” 
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Abrams 









Technicians....../ 


put their heads together to | 
develop the new 


ECONOMAP METHOD 
to save you time and money in 


TRANSMISSION LINE PLANNING 


A new and exclusive photogrammetric method 
developed by Abrams for Transmission Line 
Planning means much lower costs and greater 
speed than by any other aerial or ground 
survey procedure. Write today for information 
and your copy of “Aerial Surveys and Maps 
from Photographs.” 








ABRAMS AERIAL SURVEY 
CORPORATION 


LANSING MICHIGAN U.S.A 
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The IBM Method of 
Customer Accounting 


° -_ 


gives utilities a 
proved means of 
reducing costs as 
well as providing 
better customer 
service. How?... 
it’s a story worth 
hearing. Call the 
IBM Branch Office 
nearest you. Or 


, AN 





. ay 


write for our 
we booklet “Customer 
Accounting for 
Electric, Gas, and 
Water Utilities.” 











TRADE MARK 





( IBM Accounting Machines 





INTERNATIONAL BUSINESS MACHINES e« 590 MADISON AVE., NEW YORK 22, N. Y. 
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dont approach 
your business problems 
short-handed 






























Today, when new and challenging business 
problems must be met quickly, EBAsco’s help 
is available to you as required. You don’t add 
to your permanent payroll. Nor do you disturb 
normal company relationships. 
Whether your company is large or small, you 
can get practical and immediate help from the 
experience and knowledge that EBAsco engi- 
neers, constructors and business consultan‘s 
B place at your disposal. 
For nearly half a century they have applied 
this specialized knowledge to the efficient and 
economical solution of those business problems 
< outside everyday operations. They have buili 
up a background of solid experience in virtually 
every whase of the public utilities industry. 
For instance, they have developed industrial relations programs, made cerporate 
financing arrangements, established materials handling systems. created budget 
control procedures and designed, built and modernized plants. Krasco specialists 
have successfully solved each of these problems and many more for business, large 
and small, throughout the world. 
For specific information send for your copy of our descriptive booklet ‘he Inside 
Story of Outside Help.”” Address: Ebasco Services Inc., Dept. W, T'wo Rector Street, 
New York 6, N. Y. 


EBASCO SERVICES 


gt08 Corer, INCORPORATED 
£ *e, New York + Chicago + Washington, D.C. 
Ne Eo Appraisal - Budget - Business Studies - Consulting Engineering - Design & Construction - Financial 
>» _ 





industrial Relations - Inspection & Expediting - Insurance & Pensions - Office Modernization 
‘Wee, e onsst*™ Purchasing - Rates & Pricing - Research - Sales & Marketing - Systems & Methods - Taxes - Traffic 
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Let Dr. James F. Bender, 
noted authority on human 
relations, show you... 


“10 WAYS — 


--, 


H 

to develop | 
+ \ 
executive 
. 
leadership | 
qualities 


- 
ocoooororr 


woocces 


Discharge end section of a flooded hopper for 
Beaumont hydraulic system showing rugged 
supporting structure ond circular protected ob- 
servation ports of special heat resistant glass. 


Why BEAUMONT BIRCH 


Hydraulic Ash Handling Systems 


assure YOu 
reliable, efficient service 


In every detail of Beaumont Hydraulic Ash 
Handling Systems, you'll find they’re de- 
signed for practical considerations of boiler 
efficiency, operating safety, minimum man- 
hour attention and minimum maintenance. 

For example, on flooded hoppers beneath 
pulverized coal fired boilers, costly shut 
downs are never necessary when water jet 
nozzles in the ash hopper require replacing. 
They are easily and safely replaced while 
the boiler is in operation ...the rugged 
sluice gate and operating cylinder are 
mounted on a single casting, completely 
shop assembled. This assures perfect align- 
ment of cylinder for long uninterrupted 
service. 

These and many other points, such as, 
sluiceways, sumps, dewatering bins, flyash 
handling systems and other supplemental 
equipment are only a small part of the 
attention to details that are characteristic 
of Beaumont Birch Systems. 

Beaumont’s background of over fifty 
years in the design and manufacture of ash 
handling systems gives you long service life 
with a minimum of maintenance. 

For complete details of the many effi- 
ciency and economy features of Beaumont 
Hydraulic Ash Handling Systems, call in a 
Beaumont Birch engineer or write direct. 


BIRCH COMPANY 
1530 RACE STREET, PHILADELPHIA 2, PA. 


JRERS BULK MATERIAL 


HE ART OF BEING A LEADER 

is the foremost secret of successful 
men. Without this key to success you 
can have great ability and education and still only 
reach average success. With this key, you can at- 
tain far better-than-average success with only slight- 
ly better-than-ordinary ability. To help you develop 
and improve executive leadership qualities, Dr. 
James F. Bender has written a practical, down-to- 
earth guidebook in which you will find a detailed 
discussion of the 10 most important factors for 
building real leadership ability. 


The Technique of 
Executive 
Leadership 


By JAMES F. BENDER 
291 pages, 5!/2x8, $4.00 








3. 
4. 


10 interesting chap- 
ters explaining the 
10 ways to bring out 
leadership qualities 

1. 
2. 


Analyze Yourself 
Streamline Your 
Mind 


Be a Pleasant Boss 
Grow as a 
Speaker 

Improve Your 
Reading Habits 
Master the 
Interview 


- Conduct Excellent 


Conferences 


- Be a Good 


Psychologist 


- Get the Most Out 


of Your Physique 


. Stay Tuned to 
Mi 


ern 
Leadership 








WHATEVER YOUR JOB, 
this book will help you 
achieve or maintain a position 
of executive leadership. You 
will find the accent on the 
practice rather than on the 
theory of leadership. It con- 
tains many helpful sugges 
tions growing out of Dr. Bend- 
er’s years of work with ex- 
ecutives. And, in order that 
you might compare yourself 
with others in the traits of 
leadership, the book contains 
21 quizzes to help you analyze 
yourself and your capabilities. 
Here, truly, is a golden op- 
portunity for ambitious men 
and women who seek responsi- 
ble positions and the highe 
pay that goes with them. With 
this guidebook at hand, you 
can ready yourself—business 
and personality-wise—for the 
first opening that comes along 
calling for someone with the 
knack of getting along well 
with others, and bearing uP 
well under heavy responsibil 
ties. 


Pusiic UTILITIES FORTNIGHTLY 
Muwnsey BUILDING 


Wasuincrton 4, D. ¢. 





RUCK OWNERS! You tell us 
ot your present truck is worth 


trade on a brand-new DODGE 


Fill in the appraisal form below, mail it to 
your Dodge dealer! He’s anxious to trade and 
will do his level best to meet your terms! 
No cost, no obligation! 
sa = ae: my cunt n Wenos 2 aan 
gos ae, new Dodge ‘‘Job-Rated” truck! 


- re —~ And there’s no dickering, no 
¢ beating about the bush! Just do 
this: 


4 


Oe ccilial 


Decide what you believe your 

present truck i is worth. Put your 

trading price on the appraisal 

form below, tear out the form 

and mail it to your Dodge 

d | , — a peg oy 
k > and will do his level st to 

ea ever. meet the price you put on your 
present truck. If he can’t meet 
your price, there’s absolutely 
no obligation. If he can, you’ve 
got a “name-your-own-price”’ 
deal! You’ve everything to gain, 
nothing to lose, so mail the 


lodge trucks give you: 
. tig appraisal form today! 


great engines with 
00 to 171 h.p. + Ad- <eyxitawrt 
anced braking - No- Sa 
ft Truck-o-matic d i] hi ° | 
ransmission available ™~ . 

'4-, *)-ton models aN, Cut out an mat t is appraisa 


I 
Sapetisiee, aeaies’ form to your Dodge dealer! 


nusually low loading height - Com- or phone in the information 
letely rustproofed sheet metal - Full- 
ision, solid-comfort cabs. (See Classified Section of Telephone Directory for address) 


BEEBE BEBRBRBRBERRBEEREERERRERRREREESS 
Save money every mile with 


dob Rated 
RUCKS 


I have a : —€  *F =— 
(year, make, model) (good, foir, poor) 


condition. I think it is worth $_________in a 
trade. I understand that you are not obligated 
to meet this price, nor am I obligated to accept 
it. 


Name 





Mailing Address 


















\ugu 
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Serving the public 
and industry ; 
24 hours a day! . 





The Manufacturers Light and Heat Company 53 
United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
Big Marsh Oil Company Ww 
Central Kentucky Natural Gas Company 
Binghamton Gas Works si 
Cumberland and Allegheny Gas Company 
Home Gas Company 
The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
The Preston Oil Company 


to 





he 


m 





—— 
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“WE CUT OPERATING COSTS $67,000 A YEAR— 
BY BURNING COAL THE MODERN WAY!” 


1953 





























This unretouched photo shows Bernheim’s 
modernized power plant operating under 
full load. Three boilers now provide more 
steam than six boilers did before modern- 
ization. Automatic combustion controls 
have been installed. The increased effi- 

ony ciency has resulted in large fuel savings, 
virtually smokeless operation, and greatly 
reduced maintenance costs. 


Why not take full advantage of coal’s economy? If you operate a steam plant, you can't 
(ut your operating costs to a minimum with auto- afford to ignore these facts! 

matic coal- and ash-handling equipment. Get more COAL in most places is today's lowest-cost fuel. 
team for every dollar with an up-to-date combus- COAL ‘resources in America are adequate for all 


needs—for hundreds of years to come. 


roduction in the U.S.A. is highly mechan- 
COAL fred “and by far the most e cient in the 
world. 


COAL prices will therefore remain the most 


tion installation. 


Whether you're building a new plant, or planning 
to modernize, a consulting engineer can show you 





how you can get big savings by burning coal in a stable of all fuels. 
modern plant designed to meet your specific needs. COAL is the safest fuel to store and use. 
Consider, too, that of all fuels, coal alone has COAL is the fuel that industry counts on more 
. a a —_ . and more—for with modern combustion 
\irtually unlimited reserves. And America’s coal in- and handling equipment, the inherent ad- 
vantages of well-prepared coal net even 


dustry leads the world in efficient, economical pro- 


duction. That ans , unlik 5 
ion nat means that, unlike other fuels, ample BITUMINOUS COAL INSTITUTE 


coal will be available in the future—and at rela- A. Gapertnest of Caltnnsh aed Guaeatalll 
tively more stable prices. Washington, D. C. saa 


bigger savings. 













FOR HIGH EFFICIENCY @§ FOR LOW COST 


YOU CAN COUNT ON COAL! 
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Power Play 


r the plains country 


pe ag Pe, 
POWER AND MANEUVERASBILITY enable an Inte 


national TD-14A 
crawler to set double-pole units like this at the rate of two to three 


International TD-14A 
sets’em up at the rate c 
2-3 miles a day for a 
two-pole line in 
Western Oklahom 


PURER 


baal] 


“SLICKEST RIG OF ANY CRAWLER 
1 EVER OPERATED," says H. L. 
McClure, praising speed and easy 
handling of the TD-14A. 


miles a day. The structure is assembled on the ground and set in 
the holes with a special boom sling. Poles average 55 feet long. 


‘* The easy handling and the speed make the 
TD-14A the slickest rig I ever handled,’’ says 
H. L. McClure, operator of the International 
crawler in the pictures. ‘‘The balance and 
maneuverability of this crawler enable me 
to handle the poles fast—without scarring 
them. On the average, I set 25 H-frame 
structures, or 50 poles a day.’’ 

McClure operates his TD-14A for Sisco Elec- 
tric Company, Conroe, Texas. The company is 
under contract to string 159 miles of transmission 
line for Western Farmers Electric Co-operative. 
The two-pole section of the line runs 109 miles in 


INTERNATIONAL 


ie 


Western Oklahoma, from Anadarko to Altus. A 
50-mile single branch connects with Eldorado 
and Hollis. 

The International crawler used to set poles on 
this project is a TD-14A with a special boom fo. 
the purpose. The Sisco company also uses an Inter 
national TD-9, with ’dozer, for the right-of-way 

If you can use power and speed, maneuver 
ability and economy, then talk to your Inter 
national Industrial Distributor. He has the facts 
and figures on “Power that Pays,”’ and will be glaé 
to show you how it can apply to your operation 
INTERNATIONAL HARVESTER COMPANY, Chicago 1, 


POWER THAT PAYS 


tmTeamariomay 


—_ 





This page is reserved under the MSA PLAN 


(Manufacturers Service Agreement) 


om 





August 27, 1953 


Public Utilities Fortnightly 





what we 





really make 





Little blocks, say 2’ x 4”’ x 8’’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON CO., 


Sr 


2424Farmers Bank Building 
Pittsburgh 22, Peansylvesia 


PITTSBURGH, 


Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black stee} 
in lengths up to 25' 


Q-Panels, 3" in depth with 1'4"' of incombusts- 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall with 
frred plaster interior. A single Q-Panel with an 
area of $0 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
ip three days 


Q-Panel construction is quick, dry, clean, and 


offers an interesting medium of architectural 
expression. 


PA. 


Offices in 50 Principal Cities 
World-Wide Building Service 
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CeEFFEl Hydraulic Turbines 


EFFICIENT * DEPENDABLE + SINCE 1862 


Leffel Production Means Finer Performance... 


The illustrations below show a typical Leffel production job. Fo 
this particular installation two identical Francis type turbine 
were produced. Each has a maximum rating of 28,250 hop. 
under 324 ft. net head, speed 277 r.p.m. 


Runner and shart, assembled in the Leffel plant. Sections of cast steel spiral casing on assembly floor. 


a so 





Power-house with uncompleted spillway and earth-filled dam. 


Leffel turbines are designed and constructed to give 
maximum power at minimum cost. 91 years of ex- 
perience have demonstrated that long life and re- 
liability are assured in every Leffel hydraulic turbine. Completely assembied turbine unit. 


THE JAMES LEFFEL & CO. 


DEPARTMENT Pe SPRINGFIELD, OHIO, U.S.A. 





MORE~ EFFICIENT HYDRAULIC POWER “FOR 3h YEARS 
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Gasapack 


Water-Heater 


Control 
— — 









me a8 
: é 





Don’t continue to chug along with old- 
style, “Model-T” arrangements for con- 
trolling the flow of gas for water heaters. 
The new A-P Model 50 Gasapack is a 
modern, compact, 1006 automatic, sin- 
gle-unit control that you can depend on 
to maintain close, even temperatures with complete safety. 
n It efficiently combines all controls in one compact unit. The finest automatic control ever 
iis includes main and pilot cocks, pilot filter, 100° auto- P 
matic shut-off, safety pilot and soneenitla main valve. offered...here are 10 big reasons why! 
More, the Gasapack Control can be mounted integrally 






Li 















° Provides close, ate em- All orifice emovat from 
with the burner (as shown above) so that the complete as- e a > endl eg 
sembly can be installed or removed for service as a single pg are @ No peciliiien of water gutting 
unit. . . reducing assembly costs, and simplifying service. oe, SD — degle Git any & bane gue Hine, oF, view vem 

3 one } ee quirement. since the two aret 
A contact-type, temperature sensitive thermo-bulb eliminates ’ ‘ 
< ° pe ° @ Automatic recycling, @ 100% safe, aure 1 
a spud connection. There’s no chance for leakage . . . no perature, high pressure shut-off on all gases; manufactured, oa- 
danger Of water entering the gas line or gas mixing with @ No spud to cause leakage. e — we 
: All part d valve seats im- 
water, * ego 4 and burner can cuaclaas Soaunins Saeuee trom 
Get all the facts about this trouble-proof A-P control. and Gonos Cal caniiead corrosion. 
Write today for bulletin @9 8 unit. @ Easy to clean and services. 





A-P CONTROLS CORPORATION 


2470 N. 32nd St... Milwaukee 45, Wisconsin 
DEPENDABLE (007204: : , 


Canada: A-P Controls Corp., Ltd., Cooksville, Ontari« 
For Modern Gas Heating 





i) 


ee 
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Dig ‘em and fill ‘em 
with CLEVELANDS 


The Cleveland “Baby Digger” Model 95 is making short work 
of cutting trench for a gas main extension under good digging 
conditions in Minneapolis. Even greater savings were effected 
by the 95 during severe winter digging conditions. 





Here, a Cleveland Model 80 is speedily and cleanly back- 
filling the trench shown in the top picture. The 80 is also 
an excellent pipe layer. When job conditions require back- 
fill compaction, the 80 does an outstanding job with no 
additional men or equipment necessary. 


DS) Get the full story on CLEVELANDS from your local distributor 


Wal 
a] 


oy THE CLEVELAND TRENCHER CO. 


ra Trenches 
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he Western Precipitation CMP Unit 


...uts advantages to 


UBLIC UTILITIES 


—_ as most public utility power 
nerating plants are located in or adjacent to metro- 
olitan areas, the control and recovery of fly ash 
om stack gases is a particularly important problem. 
0 assist power plants in solving this problem West- 
m Precipitation pioneered, almost a half century 
go, the first commercial application of the now- 
mous Cottrell Electrical Precipitator—and this type 
f equipment is still universally recognized as out- 
anding in its field. 


Some years later, Western Precipitation also 
wneered the first small tube mechanical recovery 
quipment—the Multiclone Collector—to provide high 
ecovery efficiency at low installation cost. 


And as a result of these years of firsthand 
\perience in both electrical and mechanical recov- 
ry methods, Western Precipitation subsequently in- 
roduced the CMP unit—fly ash recovery equipment 
hat combines in one integrated unit the advantages 
{both electrical and mechanical recovery principles. 


* The CMP first passes the stack gases through a 
Multiclone section where the heavier fly ash particles 
are mechanically removed. 


¢ Then the partially-cleaned gases pass through o 
Cottrell section where the very fine fly ash particles 


ore electrically recovered 


Write for full details on Western ENGINEERS, 
recipitation CMP equipment—or 


romtact our office nearest you. 





OC SIGNERS 
COLLECTION OF SUSPEND’ 
Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CALIFORNIA 
Chrysler Bidg., New York 17 + 1. N. La Salle St. Bldg.. Chicago 2 + 1429 Peachtree St. NE. Attanta 
Hobart Bidg., San Francisco 4 - 























Na 


MULTICLONE COTTRELL 
SECTION SECTION 





RESULT—by using a Multiclone section to re- 
move all but the finest particles, the bulk of 
the recovery operation is performed with 
relatively low-cost equipment. And using a 
Cottrell for final clean-up insures unusually 
high recovery efficiency—approaching theo- 
retically perfect, if desired. Thus, very high 
recovery efficiency is obtained at low installed 
cost. 

With CMP equipment, even small util- 
ity companies can afford adequate fly ash re- 
covery installations. But, large or small, the 
vital factor in making an efficient CMP in- 
stallation is obtaining the proper balance be- 
tween the mechanical and electrical sections 
to fit the particular requirements of each in- 
dividual application. 

This requires actual field experience— 
and no other organization can equal Western 
Precipitation’s years of first-hand experience 
in both mechanical and electrical recovery 
methods your assurince of maximum sat- 
isfaction when you bring your fly ash prob- 
lems to this long-established organization 


Western Prec cipitation pg sey 


@® MANUFACTURERS < MENT ® 
MATERIALS FROM™ soname a Lier 


Prec pitation Co — feneie Ltd for rian Se 2 t¢ Montres 
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NOW AVAILABLE! 
UMITED EDITION! PROCEEDINGS 


_ 1952 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





THis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


The Railroad Passenger Deficit Problem—Current Trends in Local Transit Regulation 
—Accounting Treatment of Rapid Tax Amortization Facilities—The Power Preference 
Clauses in Federal Statutes—Can the Regulatory Process be Accelerated?—The Place 
and Functions of the Regulatory Commission—Accounts and Statistics—Depreciation 
—Engineering—Legislation—Resolutions adopted by the Association. 


Price $10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 

Telephone Separations Manual with 1952 Addendum 

Message Toll Telephone Rates and Disparities: 
This report of the NARUC-FCC Joint Toll Rate Subcommittee represents ihe results of 
a two year study by the Subcommittee with the cooperative efforts of other able people 
who served as associates and contributors in the preparation of the volume. The report 
is in printed form with hard-bound cover and contains 400 pages of text, tables and charts, 
presenting for the first time comprehensive factual data with respect to message toll 
telephone service, rates, costs and disparities in rates. This report covers the subject 
from both the interstate and intrastate approach 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (Reprinted ‘= one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
(326 pages, paper bound) ; $4.50 

(1946) Methods of Pricing Retirements from Group Property Accounts 1.25 

(1948) Letter Symbols for Mathematics of Depreciation 1.00 

(1948) Half Cycle Methods of Estimating Service Life 1.00 

(1950) Remaining Life Basis of Accounting for Depreciation : 


Interpretations of Uniform System of Accounts for Electric Utilities— 
Cases Nos. 45 to 119 (1938 to 1952) 
Interpretations of Uniform System of Accounts for Gas Utilities— 
Cases 1 to 80 (1938 to 1952) 
Interpretations of Uniform System of Accounts for Water Utilities 
Cases 1 to 65 (1938 to 1952) 
(When remittance accompanies order, we pay forwarding charges.) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 
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reater Flexibility and Low Cost 
rotection with 


“6L” 
INTERRUPTER 
SWITCHES 


ot just an interrupter—not just a 
isconnect—but a combination that 
saks loads safely—and when | 
quipped with power fuses you 

et full system protection. 





“SL” interrupter 
Switch with selector and ground- 
en specifications call for ing switch (fully interlocked). 
pening of circuits under ; : 
noderate load you will find <@ “SL” interrupter Switch 
Delta-Star type “SL” — mounted directly on transformer. 
terrupter Switches will meet + 
he requirements perfectly. 
sed with power fuses, they 
rovide an economical means power fuses for fault protection. 
f fault protection. 
nits are available in voltage ratings 
{5, 7.5 and 15-KV with interrupting 
apacities of 400, 200 and 100 amperes respectively. 
ontinuous capacity of switches may be as desired since 
he main switch is independent of the interrupter. 
urnished with or without metal housings in single, two or 
hree pole units for mounting on transformers, 
alls or structures. 
oad interruption is accomplished by momentarily 
hunting the full load current through a by-pass circuit. 
ere the arc is extinguished by rapidly elongating 
within a confining chute. Danger of external arcing 
br contact burning is eliminated. 
phere is an “SL” Interrupter Switch for every application. 


Ask for Publication 4612. 


interrupter in combination with 


EN YOU WANT THE BEST IN HIGH VOLTAGE SWITCHING EQUIPMENT SPECIFY DELTA-STAR 


DELEA-STAR ELECTRIC DIVISION 





H. K. PORTER COMPANY, INC. DX 
2437 FULTON STREET, CHICAGO 12, ILLINOIS 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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KINNEAR —7he fitst name in door efticiency 


In almost every part of the world, the name 
“KINNEAR?” stands for the best in service doors. Kin- 
near’s famous interlocking-steel-slat design combines 
the strength and protection of all-metal construction 
with the smooth, space-saving efficiency of coiling up- 
ward action. 


These basic advantages give Kinnear Doors longer 
service life with lower maintenance costs, which means 
greater door economy through the years. Kinnear 
Rolling Doors are built to fit openings of any size or 

roportions, for installation in either old or new build- 
ings. They are easily operated manually, or by chain 
or crank mechanism, and may be motor-operated if 
desired. We will gladly send details upon request. 


The KINNEAR Manufacturing Co. 


2060-80 Fields Ave. 1742 Yosemite Ave. 
Columbus 16, Ohio San Francisco 24, Calif 


—— 


4b 


KINNEAR 
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American Il'ater Works Association, Ohio Section, will |} 


Ohio, Sept. 10, 11, 1953. 


American Bar Association ends annual meeting, 
New Jersey Gas issociation will hold one-day annual mecting, Spring Lake, \ 
Sept. 11, 19 





| cnging Engineering Socicty -:ill hold national teciinical conference, New J 
N Sept. 13-17, 1953. 





© Alabama Liquefied Petroleum Gas Dealers Association begins convention, Mont 
gomery, Ala., 1953 





@ SEPTEMBER 9 











© American Institute of Electrical Engineers begins Pacific general mecting, Vanceu:z 


British Columbia, Canada, 1953. 





§ American Gas Association-New England Gas Association end 2-day conference, 


Boston, Mass., 1953. 


€ Edison Electric lustitute, Commercial Sales Section Committees, begin 
York, N. ¥., 1953. 
© American Water Works Association, Michigan Section, 


Escanaba, Mich., 1953 





¢ Northwest Public Power Association, Accounting Section, will hold meeting, Long 
Wash., Sept. 17, 18, 1953. 








Tennessee Indepe oo P aaa Association will hold annual convention, Nashville, 


Tenn., Sept. 17, 18, 





§ Public Utilities Association +. Fmatdee will hold annual mecting, White Sulphur 


Springs, W. Va., Sept. 17-20, 





| Maryland Utilities Association will hold fall conference, Virginia Beach, Va, ® 
Sept. 18, 19, 1953. 








Midwest Gas School and Conference begin, Ames, lowa, 1953. 
Pacific Coast Gas Association begins convention, San Francisco, Cal., 1953. 
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The Night Watch 
When its fourth unit is completed in 1955, the $50,000,009 Hazthorn statio 
one of the largest single private investments tn the history of 
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Are Court Decisions Changing 
Pennsylvania Rate Regulation? 


During the past three years the personnel of the Pennsylvania 

Superior Court has changed materially. And with this turnover 

has come an apparent change, if not reversal, of the earlier post- 

tion taken by the court with regard to rate regulation in that 

state. This article by a former justice of the court is an analysis 

of recent Pennsylvania rate decisions in the light of the ques- 
tion raised in the title. 


By THE HONORABLE CHARLES E. KENWORTHEY* 


ETWEEN Mercersburg et al. v. 
Public Service Commission,’ de- 


cided in 1921, and the Equitable 
Gas Case, decided in 1947,* the 
Pennsylvania Superior Court stead- 
fastly maintained that original cost, 
as evidence of present value, could not 
or should not (as was stated by Judge 
Head in the Mercersburg Case) “be 


“Partner, Reed, Smith, Shaw & McClay, 
Pittsburgh, Pennsylvania. For additional per- 
sona] note, see “Pages with the Editors.” 
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considered of much if of any im- 
portance.” 

Following the Mercersburg deci- 
sion, for the most part, the earlier 
Pennsylvania Public Service Com- 
mission recognized that in determin- 
ing present value it was its duty to 
give dominant weight to depreciated 
reproduction cost and that original 
cost could not or should not “be con- 
sidered of much if of any importance.” 
The commission itself said in 1938: 
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“Heretofore the rate base has been de- 
termined generally by the commission 
on a basis of reproduction cost new 
less accrued depreciation.”* This ad- 
ministrative construction, standing 
alone, would be entitled to great 
weight. 


N 1937 a new commission, with a 

new economic-political philosophy, 
was set up. The notion that a utility 
should be entitled to earn a fair re- 
turn on the present fair value of its 
property was regarded as old-fash- 
ioned. Besides, “fair value” did not 
mean present value. Fairness was 
something which the new law was sup- 
posed to have left to the discretion of 
the commission without hindrance by 
any formula. The commission should 
have a free hand so long as it acted 
with “intelligence” and with “good 
judgment.” 

As soon as it took office, the new 
commission exercised the newly cre- 
ated power to initiate inquiry into the 
reasonableness of rates and thereby 
shift the burden of justifying them to 
the utility. It initiated literally hun- 
dreds of rate cases. It discarded cost 
of replacement as an element of value. 
It adopted undepreciated original cost 
as the proper rate base and the 4 per 
cent sinking-fund method for de- 
termining the proper allowance for an- 
nual depreciation. 

This field day was short-lived. The 
Solar Electric Case reached the 
superior court in 1939. The court held 
“that the fair value used as a rate base 
must be the present fair value; that is, 
the fair value at approximately the 
time of the determination” (page 
335), and that “the cost of reproduc- 
ing the property has consistently been 
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held to be not only a relevant but also 
an essential element in the ascertain- 
ment of its ‘fair value’ for rate-mak- 
ing purposes.” 


HAT the court did in the Solar 

Electric Case was perhaps even 
more significant than what it said. At 
the request of the parties, the court 
exercised its independent judgment 
and made findings of fact and con- 
clusions of law. After discussing and 
weighing the testimony of the three 
experts, two called by the utility, and 
one by the commission, on depreciated 
reproduction cost, the court found as 
a fact that the reproduction cost de- 
preciated was $176,250. It then found 
as a fact “that the fair value of 
respondent’s plant used and useful for 
utility purposes, at the date of the final 
order in this case was $175,000. 

If my arithmetic is correct, the 
court determined that the present 
value of the company’s physical prop- 
erty was 99 per cent of the cost of re- 
placing it, less a proper deduction for 
accrued depreciation. 

The commission apparently paid lit- 
tle attention, to either the decision of or 
the example set by the superior court 
in the Solar Case. The commission’s 
basic philosophy remained unchanged. 
It continued to make findings of fair 
value which approximated original 
cost. The 1943 Peoples Natural Gas 
Case® was the first test whether the 
commission could go on giving sub- 
stantial weight to original cost and 
avoid being reversed simply by pro- 
fessing to use present value as the rate 
base. 

In that case the commission said 
it had “considered” depreciated re 
production cost along with three other 


276 





s == sy “we —_—n~ . 


ARE COURT DECISIONS CHANGING PENNA. RATE REGULATION? 


so-called “elements of value.” One of 
them was depreciated original cost. 
On appeal, the superior court pointed 
out that none of the so-called “ele- 
ments” used by the commission, with 
the exception of depreciated reproduc- 
tion cost, were entitled to any weight 
whatever in determining the present 
value of the company’s physical prop- 
erty. Portions of the property had been 
purchased as early as 1885. About 40 
per cent of the property had been put 
in service prior to 1917. The case was 
remanded to the commission with in- 
structions to consider carefully the 
evidence on depreciated reproduction 
cost and make its finding of present 
value coincide with it. 

There can be little doubt about the 
court’s intention. In his dissent, Judge 
Rhodes said: 


It is obvious the majority opinion 
insists that depreciated reproduction 
cost must be not only an element 
but the sole factor in the determina- 
tion of fair value in this case. 


That is precisely what the court 
held. 


April, 1944,® the court, speaking 
through Judge Hirt, again clearly 
stated its position. It again reversed 
the commission for attaching too 
much weight to original cost and fail- 
ing to give proper weight to reproduc- 
tion cost. After alluding to a dispute 
between the commission and the com- 


pany as to the correctness of the 

original cost figure, the court said: 
. . . The question is not vital here 
for we are of the opinion that the find- 
ing of original cost in itself, or less 
$47,000,000, which the commission 
found to be the accrued depreciation, 
has little bearing upon the fair value 
of the property on December 31, 1941. 
. .. In the absence of adjustments of 
original or historical costs to de- 
termine present fair value as of the 
date in question the finding of the 
commission is entitled to little con- 
sideration as a determining element. 


And once again the court put its 
position into action. It found that de- 
preciated reproduction cost was $89,- 
000,000 and that the property had a 
present fair value of $87,000,000.” 

Finally, the principle was restated 
by Judge Hirt in the 1945 Peoples 
Natural Gas Case.* Judge Rhodes 
again dissented, pointing out that “the 
commission is bound to a formula 
which requires adherence to one ele- 
ment, to wit, reproduction cost new 
less depreciation.” But this time 
Judge Rhodes was joined by Judge 
Ross, who had gone on the court in 
January. This time Judge Rhodes in 
his dissent defended the right of the 
commission to give as much weight as 
it chooses to original cost so long as it 
says that it has “considered” repro- 
duction cost. 


ie the light of the fact that Judge 
Rhodes recently has been speaking 


of value for rate-making purposes has been discredited 


q “THE market value of a utility’s securities as a measure 


and abandoned by every authority . . . It involves a logical 
absurdity. The price which the public is willing to pay for 
securities ts directly related to the company’s ability to earn 


profits.” 
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for the majority of the superior court, 
it is important that we note the sweep 
of the views expressed in this dissent. 

This dissenting opinion did not 
agree that the Solar Electric Case “‘is 
the present rate-making law of this 
state, or the applicable law in de- 
termining the fair value of the prop- 
erty of the utility. I think the Solar 
Electric Company Case, inter alia, has 
been overruled.” He embraces the 
“polyglot of elements” of Smyth v. 
Ames but employs them for the pur- 
pose of furnishing the commission 
with a means by which to “utilize its 
judgment without undue restraint.” 

Judge Rhodes disagreed with the 
statements in the opinions of the 
court, beginning with the Solar Elec- 
tric Case, that “under the Public Util- 
ity Law of 1937 the commission is 
bound to present value’’; he insisted 
that the concept of “fair value” may 
change from time to time and that the 
commission should have a free hand to 
adopt its own economic theory. This 
was the freedom it asserted in 1938, 
for which it was reversed in the Solar 
Electric Case. 


J uDGE Rhodes’ first public expres- 
sions of these views was in 1943. 
In light of the fact that he joined 
in the decision of the court in the 
Solar Electric Case in 1939, the 
origin of them is far from clear. There 
is no doubt that these views were 
greatly influenced by the decision of 
the U. S. Supreme Court in the Hope 
Natural Gas Case in 1944.° In the 
Hope Case the rule that the Federal 
Constitution required a valuation 
based upon present fair value was 
swept aside. But it does not follow 
that since fair value is not required 


by the Constitution of the United 
States, it is no longer required by the 
law of Pennsylvania. Here is where, 
in my humble opinion, violence is done 
to a fundamental concept of our dual 
system of government. 


S bs. question of the constitutional- 
ity of a state law has no bearing 
whatever on the law’s construction 
except occasionally to influence a 
construction that will save it. And cer- 
tainly no one would contend that a 
state statute, construed to require a 
reproduction cost rate base, would 
conflict with the Federal Constitution. 

It should be borne in mind that the 
origin of the rule of reason that the 
original cost is of little or no signifi- 
cance in determining present value is 
the opinion of Judge Head in the 
Mercersburg Case, decided in 1921, 
with no reference whatever to any de- 
cision of the U. S. Supreme Court. 

The superior court very properly, 
while the doctrine of present value 
was a constitutional requirement, paid 
considerable attention to the decisions 
of the Supreme Court of the United 
States. After all, the superior court’s 
own 1921 decision (that ordinarily 
original cost of property is no evi- 
dence of its present value) was rein- 
forced five years later by a ruling to 
the same effect by the highest court in 
the land.”® But when the United States 
Supreme Court later laid aside the fair 
value rule as a constitutional limita- 
tion, the superior court was not 
obliged to abandon a Pennsylvania 
statute expressly allowing its own 
utilities a fair return on the fair value 
of their property and the court’s prior 
rulings that “fair value” means 
present value. 


AUG. 27, 1953 278 








AR 








~~ a VS 


—= - 


— = 








ARE COURT DECISIONS CHANGING PENNA. RATE REGULATION? 








Constitutional and Reasonable Rates Distinguished 


6¢ HE question of the constitutionality of a state law has no bear- 

ing whatever on the law’s construction except occasionally to 

influence a construction that will save it. And certainly no one would 

contend that a state statute, construed to require a reproduction cost 
rate base, would conflict with the Federal Constitution.” 





I SUBMIT that the U. S. Supreme 
Court has no more power to re- 
move the present value rule from our 
law than it would to wipe from the 
statute books of our neighboring 
state, Ohio, an express provision that 
the rate base shall consist of the cost 
of reproducing a utility’s physical 
property less observed depreciation.” 

The opinion in the Equitable Gas 
Company Case was a “per curiam” 
decision which does not bear the name 
of any judge, although it is my own 
belief that Judge Rhodes was the 
author. 

The original cost depreciated of the 
company’s physical property was $21,- 
000,000 (using rounded figures). The 
reproduction cost depreciated was 
$38,000,000. The commission found 
the fair value at December 31, 1944, 
to be $30,000,000 (plus an allowance 
of $1,000,000 for working capital). 
The original cost figure made no al- 
lowance whatever for increased prices. 
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The reproduction cost figure for the 
most part represented prices at De- 
cember 31, 1938 (six years earlier and 
three years before this country entered 
the war). 

The company complained that in 
fixing the value of its property at ap- 
proximately 25 per cent less than its 
depreciated replacement value at De- 
cember 31, 1938, and without making 
any allowance whatever for the 
enormous increase in price levels be- 
tween that date and December 31, 
1944, the commission’s finding did not 
represent present fair value. 


HE court brushed aside this con- 

tention. Now we see an interest- 
ing change. The court says that the 
commission had the right to take into 
consideration “in determined fair 
value” the original cost of the prop- 
erty and cites as authority a decision 
of the U. S. Supreme Court,” which 
involved only a question of procedural 


AUG. 27, 1953 











PUBLIC UTILITIES FORTNIGHTLY 


due process. The court now holds that 
the commission is not bound by any 
formula “but it considers all elements 
of value and all facts which have a 
relevant bearing on fair value.” For 
this, there is cited another decision of 
the U. S. Supreme Court.¥ 

Instead of saying that where the rec- 
ord consists of two elements of value 
—viz., original cost and reproduc- 
tion cost—the original cost should not 
be considered “of much if of any im- 
portance” as compared to the replace- 
ment cost, the court here is saying 
just the opposite. At best it gives but 
bare recognition to the fact that re- 
production cost is to be considered at 
all. The court says “reproduction cost, 
notwithstanding its manifest defects, 
is recognized in this commonwealth 
as an element to be considered in the 
determination of fair value.” (Em- 
phasis added. ) 


= Equitable Gas Case sets the 
pattern for Judge Rhodes’ later 
opinions on present value. In his dis- 
sent in the Bell Case" he said that re- 
production cost is “an artificial and 
unrealistic element.” The latest ex- 
pression about reproduction cost is 
found in the opinion filed in March 
of this year :¥ 
. .. Where there is a high degree of 
obsolescence so that no responsible 
management would consider the re- 
production of a plant under existing 
circumstances, very little, if any, 
weight should be given to reproduction 
costs. 


For authority, Judge Rhodes cites 
and relies on a recent decision of the 
United States Supreme Court involv- 
ing the San Francisco cable car sys- 
tem in which the court held that “It 
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was no constitutional error to proceed 
to fix a rate in disregard of theoretical 
reproduction costs.” (Emphasis add- 
ed.) The highest court went on to 
state in that case: 

No study of the present cost of re- 
production is shown, no present fair 
value is suggested. Nor do we think it 
important. 


In other words, the Supreme Court 
reiterated that present fair value is no 
longer a constitutional requirement. 
By inference, it also recognized that 
present fair value and cost of repro- 
duction are virtually synonymous. 


| concluding the discussion of this 
subject, let’s examine the conten- 
tion used to justify citing the 1939- 
45 cases as authority for allowing the 
commission the discretionary power 
to give whatever weight it chooses to 
original cost. 

This contention makes no distinc- 
tion between the admissibility of evi- 
dence and the weight to which it is 
legally entitled in a particular case. 
It is basic common-law doctrine that, 
although a jury is the trier of facts, 
where the verdict is against the weight 
of the evidence it is the duty of the 
court to reverse the verdict by grant- 
ing a new trial. The superior court has 
never said that original cost is not ad- 
missible in a rate case. It has always 
recognized that at the time of con- 
struction of property its cost is reliable 
evidence of its value and will continue 
to be, so long as there are no substan- 
tial changes in price levels. But what 
the cases unmistakably have said is 
that where a substantial change, up- 
ward or downward, in price levels has 
occurred subsequent to the construc- 
tion, the original cost is entitled to no 
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weight and, if it appears that the com- 
mission has given weight to original 
cost, the finding of value must be re- 
versed. 


BN Solar Electric and other cases 
have been cited as authority for 
the admissibility of original cost. But 
as Judge Rhodes himself has pointed 
out in his dissents, those cases square- 
ly held that, if the commission gives 
weight to original cost where it is en- 
titled to none, the commission must 
be reversed. 

I shall now turn briefly to eight 
other points as to which the superior 
court recently has reversed its posi- 
tion. 

Ten-year Average Prices. Rates are 
never determined for the past; they 
are fixed for the future. Most of us 
recognize the limited validity of using 
average prices. In a normal economy, 
prices fluctuate ; viz., they move down- 
ward as well as upward. In a stable 
economy, the average of prices for 
past years is a reliable indication of 
prices for the future. On the other 
hand, if prices have steadily risen for 
the past years and are likely to con- 
tinue the same trend for the future, 
a prediction based on averages could 
be quite misleading. The farther back 
you go for the averages, the greater 
the error. 

In the Bell Telephone Case™® a ma- 
jority of the court, Judge Rhodes dis- 


e 


senting, upheld the commission’s use 
of 26-month average prices. In the 
Duquesne Light Case” the commis- 
sion had considered, as elements of 
present value, prices trended to 3- and 
5-year averages. It said that it did not 
consider 10-year averages “for the 
reason that prices have not leveled off 
onto a plateau.” On appeal, the court, 
speaking through Judge Rhodes, re- 
versed the commission for its failure 
to consider 10-year averages. 
Everyone would concede that I 
grow older every year and that this, 
sometimes disturbing, reality will con- 
tinue. Anyone who is curious could 
find that my average age during the 
period 1940-49 was forty-four. Like 
my age, prices had steadily risen dur- 
ing that period and would continue 
to rise for the foreseeable future. A 
prophecy by the commission that 
prices in the next two or three years 
would bear a relationship to the pre- 
vious 10-year averages (or, for that 
matter, 3- or 5-year averages) would 
have been just as absurd as a prophecy 
that, during those next two or three 
years, my age would be forty-four. 


J) queers Value of Securities. The 
market value of a utility’s se- 
curities as a measure of value for rate- 
making purposes has been discredited 
and abandoned by every authority that 
I have been able to find.”* It involves 
a logical absurdity. The price which 


for the future. Most of us recognize the limited validity of 


q “RATES are never determined for the past; they are fixed 


using average prices. Ina normal economy, prices fluctuate; 
viz., they move DOWNWARD as well as upward. In a stable 
economy, the average of prices for past years is a reliable 
indication of prices for the future.” 
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the public is willing to pay for securi- 
ties is directly related to the company’s 
ability to earn profits. To give con- 
sideration to market value is to reason 
in a circle. It is to say that what a 
utility should be permitted to earn is 
to be measured by what it presently 
earns. Such doctrine would result in 
no regulation whatever, either up- 
ward or downward. 

In March, 1953, the court, speaking 
through Judge Rhodes, reversed the 
position it had taken in the 1944 Phila- 
delphia Transportation Case, and said, 
“Now the facts are different.” This 
refers to the fact that by 1953 the 
company’s securities had been on the 
market ten years longer than in 1944. 

Paving Costs. In the 1944 Phila- 
delphia Transportation Company 
Case, the court held that the company 
was entitled to include in its rate base 
franchise paving costs in the amount 
of $4,349,000. Judge Rhodes dis- 
sented. In the 1953 case, the court re- 
versed its position. In discussing the 
point, Judge Rhodes substantially 
wrote into the majority opinion what 
he had said in his 1944 dissent. 


NNUAL Depreciation Allowance. 
In the Equitable Gas Case,” the 
court reversed the position opened by 
the court in the 1932 Clark’s Ferry 
Bridge Case, stating: 


An annual depreciation allowance 
cannot logically or consistently be 
based upon fair value or reproduction 
cost, but rather the basis for computa- 
tion should be upon the book cost of 
depreciable and depletable property. 


Four decisions of the U. S. Supreme 
Court are cited, including the Hope 
Case which expressly overruled the 
earlier (1930) decision in United R. 
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& Electric Co. v. West® on this point. 

This would seem to confuse the 
Federal Constitution with the statu- 
tory law of Pennsylvania. The U. S. 
Supreme Court merely prescribed a 
permissive rule that the Federal Power 
Commission may base annual depreci- 
ation and depletion allowance upon 
original cost without violating any 
constitutional requirement or the 
Federal statute. So far, the Pennsyl- 
vania commission has shown no real 
disposition to allow an annual accrual 
based on fair value but the court has 
cemented the inequity by making a 
mandatory rule applicable to the 
Pennsylvania statute. It has deprived 
the commission of the power to exer- 
cise its discretion. 


GE-LIFE Depreciation. The court 
had consistently ruled** that ac- 
crued depreciation could not be based 
solely on theoretical life estimates 
without any regard for the actual con- 
dition and state of maintenance of the 
company’s physical property. In the 
Pittsburgh Railways Case™ the court, 
speaking through Judge Rhodes, sus- 
tained a finding of the commission 
based solely on such estimates. 
Appeal from a Press Release. In 
1950* the court held that an appeal 
would not lie from the failure of the 
commission to suspend an increase in 
rates. In 1952%* the court granted 
what was, in effect, an injunction 
against the commission and the Pitts- 
burgh Railways Company prohibiting 
them from making effective a new tar- 
iff which the commission failed to sus- 
pend. The commission had made no 
formal order. It had merely issued a 
press release stating that it was per- 
mitting the new rates to go into effect 
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The Court’s Most Recent Rate Decision 


Sas in July the Pennsylvania Superior Court ruled (3 to 2) in 
favor of a $21,000,000 rate increase for the Bell Telephone Com- 
pany, granted by the Pennsylvania commission on reproduction cost 
averages from 1- to 5-year price levels. It denied the contention of ap- 
pealing cities for a 10-year study. Judge Rhodes dissented. 





because, on the basis of its knowledge 
of the affairs of the Pittsburgh Rail- 
ways Company, it was clear that, even 
with the new rates, the company could 
not earn more than a reasonable rate 
on any conceivable rate base. 


Bone Use of a Base Year. Through- 
out the entire history of rate 
regulation in Pennsylvania and else- 
where, the settled practice has been 
for the commission to make a careful 
study of the utility’s operations dur- 
ing a full year, usually the year next 
preceding the period in which the hear- 
ings are held. Section 1107 of the 
Pennsylvania Public Utility Law pro- 
vides that “Any appeal to the superior 
court shall be determined upon the 
record certified by the commission to 
the court.” (Emphasis added.) In the 
1952 Duquesne Light Case the hear- 
ings began in January, 1950, and the 
commission had adopted 1949 as the 
base year. On its appeal to the court 
the city of Pittsburgh, in support of 
its contention that the increase al- 
lowed by the commission had been ex- 
cessive, relied upon partial operating 
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figures for the year 1950 which were 
somewhat higher than the comparable 
figures for 1949. No attempt had been 
made to offer these figures in evidence 
and they were not a part of the record. 

Rate of Return. In case after case 
the court has indicated that the prob- 
lem of determining a proper allowable 
rate of return is peculiarly one for the 
commission. Yet in the Bell Telephone 
Company Case the dissenting opinion 
by Judge Rhodes would have reversed 
the commission for allowing a 6 per 
cent rate of return, stating, “the al- 
lowable return may not exceed 5.74 
per cent on this record.” 


A a lawyer, it is clear to me that the 
commission’s practice, now toler- 
ated by the court, of giving substantial 
weight to original cost, results in pre- 
venting utilities from charging prices 
for their services based on “present 
value,” and that rigid adherence to an 
annual depreciation allowance based 
on original cost, now made mandatory 
by the court, results inexorably in an 
impairment of the capital presently in- 
vested in the business. 
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It is also clear to me that neither 
lawyers, charged with the duty of ad- 
vising clients, nor a commission, 
charged with the responsibility of 
regulation, can function effectively : 

1. If one day the court directs the 
commission to base its findings on 
present value and the next day tells 
the commission that present value is 
“artificial and unrealistic” ; 

2. If one day the commission is told 
that it may limit its consideration of 
average prices to 26-month averages 
and the next day it is directed to con- 
sider 10-year averages; 

3. If one day the commission is di- 
rected to disregard the market value 
of securities and the next day it is 
ordered to consider market value; 

4. If one day the commission is di- 
rected to include the franchise paving 
costs in the rate base of a street rail- 


way company and the next day it is 
reversed for including such costs; 
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5. If one day the commission is told 
that the annual depreciation allowance 
should be calculated to replace the 
property when worn out and the next 
day it is given a mandate to base the 
allowance upon “book cost” ; 

6. If one day the commission is re- 
buked for basing a finding of accrued 
depreciation on theoretical life esti- 
mates and the next day it is compli- 
mented for doing the same thing; 

7. If one day the commission is told 
that it may allow increased rates to 
become effective by failure to suspend 
them and the next day it is enjoined 
from doing so; 

8. If one day the commission is en- 
couraged to use a base year with a cut- 
off date for the closing of the record 
and the next day it is directed to con- 
sider “the latest available relevant 
date,” even though such data become 
“available” long after the record has 
been closed. 
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Trending Public Utility 
Construction Cost Indices 


Indices tailored for the public utility industry afford 

an authoritative source of cost trends for utility prop- 

erty and greater accuracy than is possible by field 

estimating. Here is an instructive article on the his- 

torical background and mechanics of operation of 
trending cost indices. 


By EZRA B. WHITMAN anp ERNEST C, NORTH* 


HE publication during the past 
thirty years of index numbers 


for the trending of public utility 
construction costs in the form of the 
“Handy Index,” later known as 
the “Handy-Whitman Index,” has 
demonstrated the value of this method 
of translating original costs to values 
expressed in terms of present-day dol- 
lars. There has been a gratifying in- 
crease in the acceptance of these index 
numbers by the industry as well as by 
various regulatory bodies. It has been 
demonstrated, to our satisfaction, that 
the trending of original cost or a pre- 
viously established rate base as a 
measure of reproduction cost new at 
a later period is a completely satisfac- 
tory method of valuation approach 


*Whitman, Requardt and Associates, engi- 
neers. For additional personal note, see “Pages 
with the Editors.” 
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and is less costly by far than any re- 
pricing method. We have become 
familiar, during the course of the 
years of publication, with the attacks 
that have been made on the use of in- 
dex numbers for the trending of costs, 
and in this article wish to submit 
answers to the most frequent objec- 
tions to their use. Upon analysis, the 
importance of the objections shrinks 
to insignificant proportions. 

In the year 1921, the late William 
W. Handy introduced as testimony, 
before the Maryland Public Service 
Commission, the trended value of the 
properties of a large utility. The 
trending had been done by means of 
index numbers specifically designed 
from analyses of public utility records. 
So far as has come to our knowledge, 
this was the first use of index numbers 
which had been tailored for applica- 
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tion to public utility properties. Pre- 
vious to this time and for a few years 
thereafter, attempts had been made to 
interpret the value of public utility 
properties by means of general com- 
modity indices. The use of these gen- 
eral commodity indices was finally 
condemned by the Supreme Court of 
the United States in a telephone case 
in Maryland. 


HE Maryland Public Service 

Commission, of which Ezra B. 
Whitman was a member in 1921, 
heard Mr. Handy’s testimony. At that 
time it was doubtful that the use of 
indices by the electric and gas indus- 
try would be acceptable to courts and 
regulatory bodies. 

Following the 1921 case, Mr. 
Handy prepared his indices on a 
nation-wide basis and published them 
under various names. About 1926 
they became known as the “Handy 
Index of Public Utility Construction 
Costs.” Upon the death of Mr. Handy 
in 1931, the firm of Whitman, 
Requardt and Associates (then known 
as Whitman, Requardt and Smith) 
assumed the publication of the indices 
for his estate. On January 1, 1950, the 
rights to the publication were pur- 
chased and the name was changed to 
“Handy-Whitman Index of Public 
Utility Construction Costs.” 

The principal objections to the use 
of index numbers have fallen into 
four general categories. It has been 
said that the index numbers generally 
do not reflect (1) “changes in the art,” 
(2) allowance for “piecemeal con- 
struction,” (3) correct weighting of 
labor and materials, and (4) the ef- 
fect of competitive bidding in the 
determination of value. 
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The most common attack on the use 
of indices is that they do not reflect 
“changes in the art” of construction. 
At face value this seems to be a true 
statement but when, in connection 
with the use of indices, proper studies 
are made of the development of these 
“changes in the art’’ and proper de- 
preciation of the properties is de- 
termined, an accurate estimate of the 
reproduction value of such properties 
can be obtained from the values ar- 
rived at by the use of indices. Changes 
of this type may be placed in two cate- 
gories. First, change in productive 
equipment where the present first cost 
of equipment of the same capacity is 
much less than the reproductive cost 
of such equipment obtained by the use 
of indices and, at the same time is 
more efficient ; second, changes in con- 
struction methods and equipment 
making for lower costs of construc- 
tion of plant. 


HE most frequent objection, based 

on “changes in the art,” is the 
case of the very old turbo generators 
so frequently found to be still in serv- 
ice. Suppose we had an old, slow speed 
turbo generator installed in the South 
Atlantic division in 1930 at a cost of 
$100,000. The index number for 1930 
is 253. The index number for Janu- 
ary 1, 1953, is 582. By using the 
indices, the reproduction cost of this 


$82 cam 
3° 


= $230,000. However, the cost of 
modern substitute generating capacity 
may well be 10 to 20 per cent lower 
than the value found by indices. This 
does not indicate an error in trending 
by indices, but it is sometimes hard to 


generator would be 
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convince a commission or court that 
this is not an error. The old unit would 
cost $230,000 if reproduced in 1953. 

To meet this situation, no claim 
should be made for indexed value of 
this old equipment. Attention should 
be called to the fact that this old unit 
has depreciated and the value of it 
would be the indexed value less de- 
preciation. This depreciation would 
include both physical depreciation and 
depreciation caused by obsolescence. 
Obsolescence would cause deprecia- 
tion at least equal to the difference be- 
tween the trended cost of the old 
equipment and the cost of new equip- 
ment of the same capacity. Deprecia- 
tion beyond the depreciation caused 
by obsolescence should take into ac- 
count relative efficiencies as well as 
physical wear. These older units are 
usually held for peak or stand-by 
loads, and if they should be retired, a 
new unit, with all its fixed charges of 
interest on first cost, depreciation, and 
share of overheads, would immediate- 
ly be required. 


Ms" companies have old units 
held in reserve. It would be most 
expensive to replace these old units 
with new ones. An electric company, 
in times of heavy demand, cannot do as 
a commercial enterprise and say to its 
customers, “we are sorry but we are 
all out of electricity and you will have 
to wait until we get a new supply.” 


TRENDING PUBLIC UTILITY CONSTRUCTION COST INDICES 


The cost of operating a less efficient old 
unit for short periods is much less than 
paying the fixed charges on a new unit 
as well as its operating costs. The same 
reasoning should be applied in con- 
sidering steam - generating or boiler 
equipment, or any equipment which 
can be purchased for less than the re- 
production new cost determined by the 
use of indices. 


NOTHER form of attack along the 
“changes in the art” line, is that 
modern construction equipment and 
methods have contributed to lower 
reconstruction costs than would be 
indicated by trending. One of the 
favorite attacks is the use of trench- 
ing machines in place of hand digging 
for gas main installation. In the first 
place, trenching machines have been 
used since about 1923. Therefore, any 
ditching done since that date would 
need no correction. In the second 
place, trenching machines cannot be 
used in many places. Rock excavation, 
growing trees, and shrubbery prevent 
use of such machines in many areas, 
and in downtown sections with heavy 
traffic and many underground obstruc- 
tions, such as water mains and house 
connections, sewer mains and connec- 
tions, storm drains and connections to 
catch basins, as well as conduits for 
electrical and telephone distribution, 
heating mains, and other underground 
structures, all make it impossible to 
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Material 
Weighted 
Year Index Weight Index 
1911 100 x 60 60 
1921 180 xX 60 108 


Now by reducing the materi 


1911 100 X SO 
1921 18 xX SO 


50 
90 


wi = Wit 
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bor 

Weighted Composite 

Index Weight Index ndex 
0x #2 = 40 + 60 = 100 
moxX OHO = DO + 16 = 18 

weight to 50 and increasing labor weight to 50 we have: 

100 X SO = SO + 50 = 100 
mx DH = WW + 9 = 190 
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use a trenching machine, except at a 
cost greater than the cost of hand 
excavation. With no adjustments 
needed for trenching machine versus 
hand digging after about 1923, there 
is little need for any material adjust- 
ments to be made for the use of trench- 
ing machines compared to hand dig- 
ging. Such adjustments can readily be 
made for that part of the utility where 
trenching machines might have been 
used in place of hand excavation 
based on the company records show- 
ing comparable costs of hand versus 
machine digging. 


Ame form of attack is that the 
modern methods of excavation 
for and placing poles have contributed 
to lower reconstruction costs. As in 
the case of trenching machinery, this 
equipment has been used for the past 


twenty to twenty-five years. There- 
fore, no pole lines built in this period 
need any adjustment. Of the remain- 
ing lines, there are many places where 
this equipment cannot be used. An 
analysis of the average electric utility 
shows that the book value of the dis- 
tribution system is about 50 per cent 
of the property and that 20 per cent of 
this value is in the account of poles and 
fixtures. Therefore, poles and fixtures 
are 20 per cent of 50 per cent, which 
equals 10 per cent of the entire prop- 
erty. The labor element of poles and 
fixtures is about 50 per cent of the cost, 
so that the labor would be 50 per cent 
of 10 per cent equals 5 per cent of the 
total cost of the plant. The digging 
of the post holes and setting of the 
poles would be 40 per cent of the labor 
cost, or 40 per cent of 5 per cent, 
which is 2 per cent of the cost of the 
entire property. If the cost of machine 


labor were 50 per cent of the hand 
labor, it would be theoretically pos- 
sible by the use of pole-setting ma- 
chines to save 50 per cent of 2 per 
cent, which equals 1 per cent of the 
cost of the entire property. But ina 
modern plant with the rapid expansion 
which has taken place since pole-set- 
ting equipment has been used, there 
would probably be not over 25 per cent 
of the property constructed before the 
use of pole-digging and -setting ma- 
chinery. So the saving by the use of 
modern machinery in a modern elec- 
trical utility would be 25 per cent of 1 
per cent, which equals one-fourth of 1 
per cent of the cost of the entire elec- 
tric property. 


ia objection raised by those 
who oppose the use of indices is 
that they trend so-called “piecemeal 
construction” the same as though it 
were “wholesale construction.” It is 
true that such is the case; however, 
we must consider that trend factors 
are applied to actual dollars spent and 
no attempt is made to find the value 
of a substitute plant. But assuming 
this is a valid objection, how much 
difference does it make? 

With an electric utility piecemeal 
construction is largely in the distribu- 
tion system. The generating plants and 
transmission lines are practically all 
built by wholesale construction. With 
a distribution system not more than 
40 per cent or less would be built by 
the company forces in piecemeal con- 
struction. An average electric utility 
would have about 50 per cent of its 
cost in the distribution system. Of this 
cost over 50 per cent would be for 
materials and equipment, which a 
utility company would be able to buy 
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Trending Original Cost Is Practical 


sy has been demonstrated . . . that the trending of original cost or 
a previously established rate base as a measure of reproduction 
cost new at a later period is a completely satisfactory method of valua- 
tion approach and is less costly by far than any repricing method.” 





just as cheaply as a contractor doing 
wholesale construction. We only need 
to consider the labor element, which 
is less than 50 per cent of the cost of a 
distribution system. So we would con- 
sider 50 per cent of 50 per cent equals 
25 per cent of the cost of the entire 
property. With 40 per cent of the dis- 
tribution system built piecemeal, 40 
per cent of 25 per cent equals 10 per 
cent of the cost of the plants built by 
piecemeal construction. Wholesale 
construction might cost 15 per cent 
less than piecemeal. So the saving of 
a cost by wholesale construction where 
the distribution system is one-half the 
cost of the entire utility property 
might be 15 per cent of 10 per cent, 
which equals 14 per cent of the total 
cost. 

In comparing wholesale construc- 
tion by a contractor for a large system 
with piecemeal construction by com- 
pany forces, it must be considered that 
it would be necessary for a contractor 
to employ inexperienced men to a 
large degree, while company forces 
are continuously employed in the in- 
dustry and are experienced and ca- 
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pable workmen. Therefore, company 
work should be accomplished with 
less time and cost. The increased cost 
for company work would be largely in 
getting to and from the small jobs. 


l, gure are made on the use of 
published indices because the 
weights of labor and materials used in 
arriving at the indices used may vary 
from the weights of these materials 
and labor as actually found from com- 
pany records. If the weights of the 
materials and labor vary 20 per cent 
to 25 per cent, the entire results of the 
use of indices are frequently attacked 
as erroneous and unreliable. Now let 
us see what effect a variation in 
weights has in arriving at a proper 
index. Take a case where the index 
used had weighted materials as 60 per 
cent and labor as 40 per cent, and com- 
pare it with company experience 
where materials are 50 per cent and 
labor 50 per cent. The resulting com- 
posite weight with this variation in 
weighting is shown in the table on 
page 287. 

This table shows that by decreasing 
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the weight of materials from 60 to 50 
or 16% per cent and by increasing the 
labor weight from 40 to 50 or 25 per 
cent, the composite weight of labor 
and material is increased only from 
188 to 190, or a trifle over 1 per cent, 
which is far different from the 163 per 
cent change in the weight of materials 
or the 25 per cent change in the weight 
of labor. 


HE use of index numbers is fre- 

quently objected to on the basis 
that pricing data backing the con- 
struction of the indices does not 
necessarily reflect competitive condi- 
tions existing in the market. There is, 
perhaps, some justification for this at- 
tack, but it is difficult to see logically 
how it can materially affect trended 
results, particularly if the trending is 
done to a 3- or 5-year average so as 
to minimize the effect of unusual mar- 
ket conditions at any one spot date. 
It must also be considered that even if 
the quoted prices do not reflect com- 
petitive conditions, as might be the 
case if actual purchase prices were ob- 
tainable, the trend of quoted prices 
would undoubtedly closely follow the 
trend of purchase prices, and with 
index numbers we are only interested 
in the accuracy of trends and not with 
the prices. 

Without indices there remains only 
one method of finding present value 
and that is by repricing of an inventory 
of the properties. This is not only a 
very costly procedure but it has also 
been proved through the years to pro- 
duce the most controversial results. 
We give just a few of many examples 
known to us. In a case in Maryland 


the commission’s engineers by pricing 
the detailed inventory arrived at a 
value of $65,344,000. The company’s 
engineer obtained a value of $108,- 
620,000, or 156 per cent of the com- 
mission’s value. One item alone ac- 
counted for a difference of over $3,- 
000,000 because the commission’s en- 
gineer assumed that a man could hand 
excavate 3.8 cubic yards per day, while 
the company’s records indicated an 
average of only 2.2 cubic yards per 
man per day. 

In another case, the commission 
found a reproduction cost of $20,757 
for line transformer installation and 
the company found $41,404. Meter 
installation in the same case was just 
the opposite; the commission found 
$59,880 while the company’s estimate 
was $28,241. Contractors in bidding 
on construction work use the inven- 
tory and pricing method, and it is not 
at all unusual to find that the high 
bidder will be from 50 per cent to 100 
per cent above the low bidder. Recent 
bids received in this office for a trunk 
sewer were five in number and varied 
from $181,957 to $378,290, the high 
bid being 208 per cent of the low bid. 


XN this date, thirty years after our 
first experience with indices for 
trending public utility construction 
costs, we are convinced that indices 
tailored for the public utility industry 
afford an authoritative source of cost 
trends for public utility property and 
will give far greater accuracy than is 
possible by cost estimating, and the 
cost of obtaining the trended value is 
a small fraction of the cost of de- 
termining and repricing an inventory. 
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Power in the Pacific Northwest 


There is a vast storehouse of undeveloped resources in the 

northwest corner of our nation, not the least of which is our 

hydroelectric power potential. This potential will be converted 

to a reality in an orderly fashion over a period of years, and 

with sufficient rapidity to meet the needs of a rapidly expanding 

economy, with private enterprise having a hand in the de- 
velopment. 


By PAUL B. McKEE* 
PRESIDENT, PACIFIC POWER & LIGHT COMPANY 


HE Pacific Northwest has about 

40 per cent of the nation’s 

water-power potential. A great 
part of this is in the Columbia river 
and its tributaries, which can produce 
more than 30,000,000 kilowatts. 
About 4,000,000 kilowatts of this 
power has been developed to date, and 
plants having a total capacity of 3,- 
500,000 kilowatts are under construc- 
tion. 

All of the hydroelectric as well as 
steam plants are interconnected in the 
Northwest Power Pool, which in- 
cludes the electric systems all the way 
from Vancouver, British Columbia, to 
Salt Lake City. This voluntary plan 
of co-ordination has been in effect 


“For additional personal note, see “Pages 
with the Editors.” 
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since the beginning of World War II, 
and it has been notably successful. A 
committee of engineers, representing 
each of the major systems involved, 
outlines the over-all operating pro- 
gram for each plant and each storage 
reservoir, with one object in mind— 
how to get the greatest possible pro- 
duction out of the combined generat- 
ing resources. 


’ | ‘HE operating plan set up by the 
committee is not binding upon the 


individual managements, but the sig- 
nificant thing is that the mutual bene- 
fits resulting from this co-ordination 
are so real and so great that the recom- 
mendations of the engineers have been 
followed faithfully from the very be- 
ginning. As a result, it is estimated 
AUG. 27, 1953 
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that the systems in the power pool are 
able to carry about 600,000 kilowatts 
more load than would be possible with 
nonintegrated operation. 


HE pool is divided in two parts, 

the East group and the West 
group. The dividing line is in north- 
ern Idaho at about the Montana state 
line. In the East group are the Mon- 
tana Power Company, Idaho Power 
Company, and Utah Power & Light. 
These companies have many times 
been able to export as much as 100,- 
000 kilowatts to the west over the con- 
necting transmission facilities, partly 
due to the difference in peak-load 
hours between the two regions. 

The West group covers all of 
Washington, the northern half of 
Oregon, and southwestern British Co- 
lumbia. To the credit of our Canadian 
neighbors, they, too, have had power 
for export, over and above their own 
requirements. Members of the West 
group are Pacific Power & Light, 
Portland General Electric, Washing- 
ton Water Power, Puget Sound Pow- 
er & Light, British Columbia Electric, 
Bonneville Power Administration, 
and the cities of Seattle and Tacoma. 

The area in which a power supply 
problem exists is that part of the West 
group in which the Federal govern- 
ment, through the Bonneville Power 
Administration, acts as a principal 
supplier. 

The 1,100,000 customers served by 
the private utilities constitute about 
two-thirds of the 1,750,000 electric 
customers in the states of Oregon, 
Washington, Idaho, Montana, and 
Utah. 

Of the one-third served by public 
agencies, a majority are on the lines 
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of long-established municipal systems, 
of which the largest are those in the 
cities of Seattle, Tacoma, and Eugene. 
Knowledge of those facts is necessary 
to bring into proper perspective the 
important position of private electric 
companies in the Pacific Northwest. 


T is a good thing for the Pacific 
Northwest and for the electric in- 
dustry that we do have a vigorous and 
thoroughly tested group of private 
electric companies in our region. I say 
this with emphasis, because out of the 
experience we have had in the past 
twenty years I am convinced will come 
the ingredients of a new national 
power policy. 

To understand my point, it is neces- 
sary to review quickly what has hap- 
pened to the power situation since 
1933, when President Roosevelt au- 
thorized work to start on Bonneville 
and Grand Coulee as employment re- 
lief projects. 

In that depression year we had in 
the West group area about 1,200,000 
kilowatts of generating capacity, and 
only 600,000 kilowatts of load. No one 
knew exactly how two huge projects, 
with a total potential of 2,500,000 
kilowatts, might be put to work, but 
we early took the position that if the 
Federal government saw fit to put the 
taxpayers’ money into the develop- 
ment of the Columbia river, we would 
do our best to help make these projects 
an asset to the region and to the nation. 

We knew that public ownership 
enthusiasts would do their best to use 
these Federal projects as a spring- 
board, and also a sounding board, for 
their pet ideas, and that, of course, 
is what they did. As so often happens, 
however, these enthusiasts overplayed 
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their hand and the 1940 election 
marked the turn of the tide. That was 
the last year in which any new public 
utility district has been organized in 
either Oregon or Washington. Every 
PUD election since that time has re- 
sulted in defeat of the formation pro- 


posal. 


f Bers advent of war in 1941 quickly 
solved the power-marketing prob- 
lem. Instead of one aluminum plant, 
we soon found ourselves with five, 
soaking up power like a sponge as 
rapidly as new generators could be 
installed in the powerhouses at Bonne- 
ville and Grand Coulee. 

Great shipyards sprang up in the 
Portland and Puget Sound areas, and 
thousands of families flocked in to 
take wartime jobs. Other thousands of 
young men in uniform poured into our 
vast training camps, and saw for the 
first time what the Pacific Northwest 
offered in the way of climate and re- 
sources. 

The power load in the West group 
of the pool jumped from 1,000,000 
kilowatts in 1940 to more than 2,500,- 
000 by the end of the war. 

This tremendous wartime growth 
naturally brought with it serious con- 
cern about what would happen when 
the war ended and the defense indus- 
tries closed their gates. Everyone was 
braced for a serious slump. It was 
difficult to imagine all the new work- 


e 


ers being absorbed in peacetime tasks. 

But the postwar slump was over 
almost before it started. The first 
thing we knew, the army of war work- 
ers had quietly found their places be- 
side us, as permanent residents. 

The nation’s pent-up demand for all 
types of civilian goods and equipment 
sent the huge aluminum plants back 
into full production. Almost overnight 
we moved from a position of power 
surplus to the threat of a power short- 
age. 

That was when the people of the 
Pacific Northwest first began to real- 
ize the penalties of dependence upon 
government for an expanding supply 
of such a vital ingredient as electric 
power. 


| garenesge nd the power problem 
which began to loom up on the 
horizon in the latter part of 1946 was 
and is the result of prejudicial and 
discriminatory Federal power policies 
and practices, which were deliberately 
calculated to destroy the private elec- 
tric companies of America and social- 
ize an entire industry. 

In the Tennessee valley the socialist 
conspirators attained their goal, at a 
tremendous cost to the American tax- 
payer, but without getting a firm and 
dependable answer to the long-term 
power problem of that area. Nor will 
the people of the Tennessee valley find 
an answer to their problem until they 


tion’s water-power potential. A great part of this is in the 


q “THE Pacific Northwest has about 40 per cent of the na- 


Columbia river and its tributaries, which can produce more 
than 30,000,000 kilowatts. About 4,000,000 of this power 
has been developed to date, and plants having a total ca- 
pacity of 3,500,000 kilowatts are under construction.” 


293 


AUG. 27, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


stand on their own feet and supply 
their own power requirements on a 
self-supporting basis in the great 
American tradition. 

Sooner or later they will recognize 
this fact, and I confidently predict that 
the day is not far off when you will 
see the citizens of Tennessee propos- 
ing to take out of Federal hands the 
power facilities of the TVA, in spite 
of all the bounties that have been be- 
stowed upon them. 

They will do this because the only 
way to be sure of having a continuous- 
ly adequate power supply is to have 
it developed on a commercial basis. 
And I want to make it clear that when 
I speak of a commercial basis I in- 
clude non-Federal public agencies and 
municipalities which do their own 
financing in the same category as 
private companies. 

We recognize, of course, that the 
transition in the Pacific Northwest 
must come gradually, and that the 
Federal government will continue to 
have important responsibilities in the 
fields of flood control, navigation, ir- 
rigation, fisheries, and recreation. The 
rapid growth of the region also de- 
mands that we press vigorously to keep 
on schedule the large multipurpose 
projects now under construction, such 
as McNary, Chief Joseph, and The 
Dalles. 


uT while we work at the immediate 
task we are looking farther into 
the future toward practical ways and 
means of implementing, in the public 
interest, the idea of partnership be- 
tween government and local institu- 
tions which has been set forth many 
times by President Eisenhower. 
You may recall the speech that the 
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President made in Seattle last October 
In it he said: 

Local and state governments should 
assume a greater influence in the plan- 
ning . . . and in the administration of 
resource development projects, and 
when Federal projects have demon- 
strated that they are paying for them- 
selves, local and state governments 
should have an opportunity to take 
over the financing, take over the 
project for their own people, and get 
their region out of hock to the Federal 
government... 


One very practical way to expedite 
the multipurpose development of our 
rivers is to do the job on a real 
partnership basis, with local, non-Fed- 
eral agencies themselves financing the 
power features. This simply means 
that local agencies would apply for 
licenses from the Federal Power 
Commission to install the powerhouses 
and generators at multipurpose dams, 
in the same way that similar develop- 
ments have been licensed in the past 
on other streams. These facilities are 
being operated in entire harmony with 
over-all river control programs, and 
for the great benefit of the public 
served by them. We can do the same 
thing here! 


oo authority to do this already 
exists in the statutes. These 
licenses were issued under § 4(e) of 
the Federal Power Act, which says 
that the Federal Power Commission 
is authorized : 


To issue licenses to citizens of the 
United States, or to any association 
of such citizens, or to any corporation 
organized under the laws of the United 
States or any state thereof, or to any 
state or municipality for the purpose 
of constructing, operating, and main- 
taining dams, water conduits, reser- 
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Conservatism of the Pacific Northwest 


“ae have seen the worst of government competition and govern- 
ment interference. We know from very intimate and firsthand 
contact with our customers and the public generally that they, too, real- 
ize that private initiative is the ‘steam that makes the engine run.’.. 

you will find in the Northwest a population of conservative, hard- 
working, intelligent, earnest people with one of the highest average 


personal income ratings that exists in our great country. 


a” 





voirs, powerhouses, transmission lines, 
or other project works necessary or 
convenient for the development and 
improvement of navigation and for the 
development, transmission, and utili- 
zation of power across, along, from, or 
in any of the streams or other bodies 
of water over which Congress has 
jurisdiction under its authority to 
regulate commerce with foreign 
nations and among the several states, 
or upon any part of the public lands 
and reservations of the United States 
(including the Territories), or for the 
purpose of utilizing the surplus water 
or water power from any government 


dam . . . (Emphasis supplied.) 


It is obvious that the more non- 
Federal dollars we can team up with 
the funds that Uncle Sam may have 
available for river development pur- 
poses, the more development we will 
get. That is why the partnership idea 
has such practical importance. 

I have no illusions about the ob- 
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stacles that certain political elements 
will try to put in the path of a partner- 
ship program. The pattern of opposi- 
tion is already clear. We will hear 
plenty from the phoney liberals and 
the dyed-in-the-wool Socialists as well 
as from the professional politicians in 
the antiadministration camp. But 1 
am not too much worried about that, 
if we continue to work with energy 
and imagination to get the answer. 

That is what the people want— 
answers to their needs. And if we can 
demonstrate to them that the Eisen- 
hower idea of partnership is the real 
way to get the answer, I am certain 
that we will have public support. 


Hv big a job do we face in the 
Pacific Northwest? Let me re- 
view quickly the way our power loads 
have been developing, and the way the 
future estimates are shaping up. 
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As I mentioned earlier, the West 
group pool area had a peak load of 
600,000 kilowatts in 1933. By 1940 
it had grown toa little over 1,000,000. 
In 1946 it was 2,500,000 kilowatts, 
and during the past winter the firm 
demand reached about 4,400,000 kilo- 
watts. The annual rate of increase has 
been running about 10 per cent. That 
has been true of our own system and 
for the pool. That rate of increase 
means that we need around 400,000 
kilowatts of new capacity each year, 
just to keep even with the game. 

Assuming $300 a kilowatt for gen- 
erating facilities and an equal amount 
for the necessary transmission and 
distribution equipment, which is 
roughly the national ratio of expendi- 
ture, we need annually about $240,- 
000,000 in the West group area to 
keep up with the demand. Bear in 
mind that this is for power investment 
alone, the kind of investment that can 
be financed in the open market. What 
the Federal government may spend 
for irrigation, navigation, and flood 
control is over and above this amount. 


I FEEL reasonably certain that the 
necessary funds can be obtained 
from the investing public for sound 
and basic developments such as I have 
outlined. I am personally encouraged 
by the fact that our own relatively 
small company has found it feasible to 
finance $75,000,000 of new construc- 
tion since the end of the war, including 
the $35,000,000 Yale hydroelectric 
project. 

The Yale project, incidentally, will 
add 108,000 kilowatts to our system’s 
capacity, and be of material aid to the 
Northwest pool. We had originally 
planned to get the plant in operation 
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by the first of January, but our deci- 
sion to install complete steel linings 
in the two penstock tunnels now puts 
the completion dates in August and 
September. The project will be com- 
pleted in a little more than twenty-four 
months from the start of full-scale 
construction activity. This included 
the placement of 4,200,000 cubic yards 
of fill in the dam in a period of nine 
months, which was a record-breaking 
achievement. 


‘ b. Washington Water Power 
Company within the past year has 
completed its $46,000,000 project at 
Cabinet Gorge, and the pending 
merger of Puget Sound Power & 
Light Company with and into Wash- 
ington is one of the constructive de- 
velopments which can help the region 
greatly with its power problem. 

The merger has been approved by 
the boards of directors of both com- 
panies and hearings are in progress 
before the Washington Public Service 
Commission. Testimony before the 
commission has been that the larger 
and financially stronger merged com- 
pany will be able to proceed promptly 
with the construction of the added 
generation and other facilities needed 
to meet the needs of the service area. 
The forecast is that 700,000 new kilo- 
watts will be needed by the merged 
systems in the next nine years, which 
means an estimated $200,000,000 of 
power plant construction. Witnesses 
testified that the new merged company 
would be in a position to raise this 
large amount of capital, and that the 
economies and power supply benefits 
of the consolidation would make it 
possible for the operation to go for- 
ward on existing low electric rate 
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levels, assuming the continuance of 
present conditions. Benefits to the 
stockholders in the way of increased 
earnings have also been forecast. 

Although public ownership groups 
have been making a lot of noise about 
the merger, it is interesting to 
note that approximately one-half of 
Puget’s 170,000 customers are in an 
area which never has chosen to or- 
ganize a PUD. Many others reside in 
the two PUD counties which have 
elected not to go along with purchase 
schemes. 


AS I have said earlier, there is a vast 
storehouse of undeveloped re- 
sources in the northwest corner of our 
nation, not the least of which is our 
wonderful hydroelectric power poten- 
tial, which makes our future growth 
so certain. It is my opinion that this 
potential will be converted to a reality 
in an orderly fashion over a period of 
years, and with sufficient rapidity to 
meet the needs of a rapidly expanding 
economy. It is further my opinion that 
private enterprise, in co-operation 
with local and state governments, will 
have a great hand in that development 
and that in our area will be found 
many opportunities for favorable in- 
vestment of capital. 


Naturally, there are problems which 
are inherent in every great and de- 
veloping area, but those of us who 
have had 20-odd years of experience 
in this situation look forward with 
confidence. We have seen the worst of 
government competition and govern- 
ment interference. We know from 
very intimate and firsthand contact 
with our customers and the public 
generally that they, too, realize that 
private initiative is the “steam that 
makes the engine run.” Also, while I 
am speaking about people, may I say 
that you will find in the Northwest a 
population of conservative, hard- 
working, intelligent, earnest people 
with one of the highest average per- 
sonal income ratings that exists in our 
great country. 


I WOULD conclude with a statement 

made some years ago by the great 
architect Daniel Burnham: “Make no 
little plans ; they have no magic to stir 
men’s blood and probably themselves 
will not be realized. Make big plans; 
aim high and hope and work, remem- 
bering that a noble, logical diagram 
once recorded will never die, but long 
after we are gone will be a living 
thing, asserting itself with ever-grow- 
ing insistency.” 





66 HE characteristics of the utility business—the profound 
public responsibilities of the utility company, the rela- 


tive absence of competitive controls, the tremendous size and 
investment involved, the widespread ownership and the con- 
centration of economic power, prompt such statements as 
former President Hoover made to an audience recently when 
he said, ‘Free men can no more permit private economic power 
without checks and balances than governmental power with- 
out checks and balances.’” 
—EvuceEne S. LouGHLin, 
President, National Association of 
Railroad and Utilities Commissioners. 
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When Utility Vice Presidents 
Turn into Professors 


Here is an account of what happened when the 

University of California invited executives of The 

Pacific Telephone & Telegraph Company to come 

and lecture about their problems. The author recom- 

mends the experience to educators and utility men 
elsewhere. 


By JAMES H. COLLINS* 


your company, were invited to 

be a guest professor at your state 
university, along with your depart- 
ment heads. 

Among other things, they teach 
business administration at the uni- 
versity. You and your vice presidents 
are invited by the real professors to 
come and lecture about your business, 
the way you run it, how you finance 
it, sell gas, electricity, telephone serv- 
ice, keep the books, get around road- 
blocks, plan for the future. 

In a way, it is an invitation to put 
on a cap with a tassel and tell the 
young generation how very good you 
are. 

But getting up a college lecture on 
your everyday work is going to be 
labor in itself, taking a week of Satur- 


: pony that you, as headman of 


*Professional writer of business articles, 
now resident in Hollywood, California. 
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day afternoons. And the young gener- 
ations—huh! Tomorrow these stu- 
dents may be working for you, with 
eyes on your job! 

It makes you think. 

First of all, what can you lecture 
about—what do these students want 
to know about the utility business? 

Who is going to get up the lectures 
—librarians, public relations fellows, 
statisticians, ghost writers? 


— lecture will be followed by a 
question period — how about 
embarrassing questions, personal ques- 
tions, heckling, standing up to be 
shot at for the good of the cause? 

Suppose you decide to do it, and 
drive your top brass into the project 
with a bullwhip—will your company 
get anything out of it, tangible results 
justifying the expenditure of time and 
money ? 
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Last spring such an academic in- 
vitation came to Pacific Telephone 
executives, from the University of 
California’s School of Business Ad- 
ministration. With eight of his de- 
partment heads, Mark R. Sullivan, 
president of the company, delivered 
ten lectures on the campus at Berkeley, 
and afterwards stood up to the quiz- 
zing. 

It was an experience with many 
satisfactions and rewards, and even 
surprises. There were no bad effects. 
The idea can be recommended to edu- 
cators and utility brass elsewhere. Any 
company can get a lot out of it— 
values that were one of the surprises. 

“What can we lecture about ?’’ the 
utility fellows asked Roy W. Jastram, 
associate dean of the business ad- 
ministration school, who had the proj- 
ect in charge for the university, and 
was the catalyst and able handler for 
it all. 

“About your problems and how you 
meet them,” he replied. “We want top 
management men in a company like 
Pacific Telephone to come here in per- 
son, explaining at firsthand their op- 
erations, policies, and problems, and 
answering student questions.” 

This idea first took form at the 
university in 1951, when executives 
of Cluett-Peabody flew out to Berke- 
ley for a series of weekly lectures. 
The following year Standard Oil 
of California executives delivered 
similar lectures. A great deal was 
learned about what is of most value 
to students, and about background 
stuff that clutters up lectures and is 
best dealt with in other ways. 


7 companies have a complexity 
that is pictured in their authority 
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charts. It is necessary for students to 
understand this background, but ex- 
plaining it in a lecture is cumbersome 
and interferes with the main purpose, 
which is to tell students what you are 
up against, and what you did then. 

Business administration is taught 
mostly in cases. The John J. Jones 
Corporation is slipping, after fifty 
years, earnings are off, young com- 
petition is giving trouble—does the 
company need new management 
blood? More promotion? To build up 
weak territories? To concentrate on 
its strong territories ? To spend money 
researching new products? 

Students go into such a case, and 
mostly from books, plus some personal 
investigation of other companies, de- 
velop advice for the Jones Corpora- 
tion directors. 


(,° out and round up a bunch of 
utility management fellows, and 
have them bring their cases to the 
class, and answer questions, and add 
the reality of personal contacts, and 
you have some splendid teaching. 

Pacific Telephone is big enough— 
renders Bell service in California, 
northern Idaho, Oregon, and Wash- 
ington, did around $535,000,000 last 
year, has some 77,000 employees, a 
thousand central offices, handles about 
6 billion calls a year, over 5,000,000 
phones. 

For this background the company 
put together a basic textbook, cover- 
ing the organization, with biographies 
of its lecturers, charts and tables, the 
1952 annual report, samples of adver- 
tising, employee literature — alto- 
gether a couple of pounds of data, 
given each student, for reference as 
the lectures went on. 
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One of the first good deeds per- 
formed by this background book was 
ice breaking. 


¢ shaping their lectures, the tele- 
phone men had several meetings 
with university professors, and these 
discussions were extremely helpful to 
everybody. On the day of each lecture 
the guest “prof” met a group of the 
faculty at lunch, for the purpose of 
eliminating stage fright, putting the 
victim of the day at ease. 

The first of these lunches found 
Mark Sullivan headed for the guillo- 
tine, and with the best feeling in the 
world, ice was forming. Sullivan went 
to work at sixteen, so was not familiar 
with campuses, and while his other 
guest “profs” had been to college, that 
was as students, and this rubbing el- 
bows with the faculty was different. 

On the cover of the textbook ap- 
peared the picture of a telephone op- 
erator with her headset, plug, and pad. 

“Mr. Sullivan,” one of the faculty 
asked, “how many girls do you have 
working for you who are as pretty 
as the girl on this cover?” 

Sullivan is good on the rebound. 

“We have 49,948 women on our 
payroll,” he replied, “and in my eyes 
they are all as beautiful as the one on 
the cover.” 

Knowing what a job it is to recruit 
girl power for the telephone company, 
that answered the $64 question. On 
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one of the lavishly sponsored radio 
quiz programs it would undoubtedly 
have won an all-expense trip for Sulli- 
van and wife—say to Florida. 


| ap senge TELEPHONE is well staffed 
for information, what with the re- 
ports, statistics, and so on needed for 
regulatory bodies, financing, and the 
like, and the information fellows 
rallied to the aid of the vice presidents 
getting up lectures. 

But their services were not utilized. 
There was no ghosting in these pa- 
pers. In fact, the vice presidents 
rather jealously guarded their free- 
dom of academic speech. 

“If we can help you in anyway with 
your lecture .. .” proffered the infor- 
mation men. 

“You keep out of this!” was the 
v-p attitude. 

Mr. Sullivan’s lecture was repre- 
sentative. He started in by saying that 
the way to deal with a big company 
was to approach it by piece-parts. 
Then he enumerated parts such as op- 
erations, traffic, engineering, research, 
accounting, finance, law, and so on, 
and said that executives from these 
different departments would explain 
their problems, and the handling 
thereof. 

Which might suggest the question, 
“If the president of the company has 
all these able assistants, what is there 
left for him todo?” The answer to that 


their authority charts. It is necessary for students to under- 


q “LARGE companies have a complexity that is pictured in 


stand this background, but explaining it in a lecture is cum- 


bersome and interferes with the main purpose, which is to 
tell students what you are up against, and what you did 
then.” 
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was, he tries to keep them all working 
smoothly, stepping in only when there 
is some situation where the brass in 
his toe may give him an edge over 
the regular man. He needn’t be as 
good as the regular man—it’s the 
brass that delivers the kick that clears 
an obstruction. 


HILE he did not venture to advise 

how a man could become presi- 
dent of such a corporation, he thought 
the Old Man’s chief problem was the 
selection of people, and keeping them 
busy, happily. He talked some about 
the money problems of the headman, 
and touched upon the current problem 
of most utility presidents, that of get- 
ting rate adjustments in keeping with 
inflationary costs. 

This rate problem kept creeping in, 
creeping into practically all the lec- 
tures, and the guest professors were 
worried about it. It seemed as though 
even a humorous story would wind 
up in rates. Sullivan had a vivid com- 
parison between the value of a hun- 
dred shares of Pacific Telephone stock 
in 1940, and in 1952. By last year the 
100-share-stockholder had lost $1,050 
in market value, his shares shouldered 
$548 more tax load, his dividends 
brought the same number of dollars, 
but with only a little more than half 
the buying power, and if he had in- 
vested in other securities from the 
Dow-Jones averages, he would be 
twice as well off. 

“We keep coming back to this fi- 
nancial problem—do you think we are 
obsessed by it?” asked the guest pro- 
fessors, preparing their papers. 

And faculty professors said, ““No— 
most of your management problems 
these days seem to stem from this 
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situation, and almost before they 
know it, our students will be out deal- 
ing with similar problems.” 


iw the utility executive is going to be 
rounded up for college lecturing, 
a word about stage fright may be help- 
ful. Like fear in war, everybody has 
it, and most individuals get over it as 
soon as they become absorbed in their 
work. The first minute and a half be- 
fore an audience is hardest, then the 
speaker gets into his text, and the 
audience is forgotten. 

One of the guest professors was so 
apprehensive that finally he said, “I 
can’t lecture for an hour, but I will 
get up there and answer questions.” 

It was agreed that this was one of 
the best features of the series. S. W. 
Campbell, comptroller, sketched his 
work, billing customers more than 40,- 
000,000 times a year, in a department 
with more than 4,000 employees. He 
stressed the small units in which a 
phone company deals, the average 
6-cent call, and told the students that 
they could always spot a comptroller 
by his being past middle age, with a 
lean figure and wrinkles, cold, in- 
telligent, impassive bearing, codfish 
eyes... 

Then faculty professor, Leonard 
Doyle, who teaches accounting, took 
charge of questions, and the guest lec- 
turer told the class how he prepared 
recommendations for the coming 
year’s finances, prepared depreciation 
statements for the regulatory commis- 
sion, why Pacific Telephone uses 
monthly estimates of money rather 
than a yearly budget, and so forth. 

In early life, George Bernard 
Shaw was a socialistic soapboxer, and 
he said that it was not easy for him 


AUG. 27, 1953 





PUBLIC UTILITIES FORTNIGHTLY 
































When the Front Office Visits the Campus 


| pa and utility men get along well with a little shoulder 

rubbing. There may be some academic awe in meeting execu- 

tives who direct large affairs, and the latter may feel deficient in formal 

knowledge in the presence of professors. But nowadays many college 

professors teach business subjects, and are keen about business con- 
tacts, so there is a common lingo.” 





to get started on a talk until somebody 
in the audience yelled, “Yah!” 
While Campbell was answering 
questions he paused and said, “Before 
I answer that one, I notice everybody 
else is smoking—am I permitted to?” 
So he lighted a fag, and that seems 
to be about all there is to stage fright. 


4 t ‘HESE guest professors were skil- 


fully supported by faculty mem- . 


bers, who put them at ease before 
students. Dr. Jastram had a faculty 
chairman on the platform with each 
speaker, a teacher in the same tech- 
nical field. The lectures, with ques- 
tions, lasted an hour and a half, and 
were delivered weekly, to a class num- 
bering around 200 students. Mark 
Sullivan opened the course, and closed 
it with a summing up for the last lec- 
ture. 

Student questions were one of the 
most interesting features for the 
utility men. There was nothing antag- 
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onistic, personal, or embarrassing. 

“How about wages?” was one 
query that came up several times. 
“You are a regulated business. When 
employees demand increased wages, 
why not grant their demands, and 
then go to the utility commission and 
get a rate increase to match?” 

Certainly that would simplify 
things! 

This feeling that a regulated utility 
could always ask for more, like Oliver 
Twist, appeared to be held by students, 
as it is by many citizens. An answer 
was deserved, and took shape as fol- 
lows: 

“Utility commissions are conserva- 
tive about granting rate increases, but 
let us assume we could do that—how 
much of a wage increase would you 
think fair? Would you grant as much 
as 60 per cent?” 

“Oh, no! That would be unreason- 
able.” 

Whittling it down to 50, 40, 20 per 
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cent, it was conceded that a 5 per cent 
boost would be about right! So un- 
doubtedly these business administra- 
tion students are on their way toward 
the real world of business. 

“Why have you come here?” was 
asked more than one of the guest pro- 
fessors. “Because we were invited,” 
they answered, which took out any 
suspicion of hidden motives. 


b jweempai and utility men get 
along well with a little shoulder 
rubbing. There may be some academic 
awe in meeting executives who direct 
large affairs, and the latter may feel 
deficient in formal knowledge in the 
presence of professors. But nowadays 
many college professors teach business 
subjects, and are keen about business 
contacts, so there is a common lingo. 

As a guide to behavior on the 
campus, professors prefer to be called 
“Mister.” The best usage is, not “Pro- 
fessor Smith,” but “Mr. Smith, pro- 
fessor of .” This Emily Postism 
arises from so many Misters loving to 
be called “Professor.” 

And also, when in ivied halls, it is 
not good form to ask, “Is there a 
Doctor in the house?” 

College students take a little under- 
standing, too. Their questions are 
sometimes involved, so that the 
faculty chairman relays them to the 
guest lecturers. They may get off the 
target—these lectures dealt with man- 
agement problems and how executives 
meet them. 

A student asked, “Mr. Sullivan, in 
the interests of free enterprise—so 
much of our business is regulated— 
do you think private enterprise is now 
sufficiently sophisticated so it could 
meet business problems realistically 
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without government regulation?” 


Sullivan replied that, while some 
regulation is necessary, he believed 
private business was stronger for be- 
ing as little regulated as possible. 


Sis student might be compared to 
the boy whose voice is changing, 
having reached another awkward age 
in which he is not able to fully ex- 
press himself. He knows a good deal 
more than appears on the surface. 
College is not being wasted on him. 
He is a better embryo business man- 
ager than his questions indicate. He 
is your own kid, probably. He is the 
generation presently taking over— 
briefly, the student is all right, and the 
guest lecturers liked him, and learned 
a lot from him. 

And students paid tribute to the 
guest lecturers when they said, “What 
we like about you is, that you have 
told us the truth. Whenever you have 
been asked to explain anything, you 
have given us facts, without any of 
the bias that might enter into a regu- 
lated business.” 

At the end of the course a young 
woman senior, Elizabeth G. Rhoades, 
wrote her impressions, in part: 

After spending almost four years 
majoring in business administration, 
all the case material and theories ex- 
pounded in the classroom came alive 
through these lectures. This was a 
genuine and rare opportunity to learn 
from the top executives of a leading 
corporation how an industry ticks. 

I learned about the problems of in- 
dustry as a whole—small and large— 
and how industry fits into our society. 
The lectures vividly portrayed how the 
dynamics of our economy are such that 
the problems of men, material, money, 
survival, and progress are ever pres- 
ent, ever changing, and never com- 
pletely solved. 
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I must confess that I have never met 
a top-ranking executive of a corpora- 
tion before, and had a vague impres- 
sion of men of godlike stature, dispens- 
ing wisdom and direction from 
Olympian heights. Never was I in 
more error. These men are intelligent. 
They are also human. All possess a 
zest and vigor for living and working, 
and have a sense of fun and excitement 
about them. 

The lectures were stimulating, in- 
formative, and invaluable to me as a 
student, and a better-informed citizen. 
This is largely due to the intellectual 
honesty and integrity of the lecturers. 
The questions asked by students were 
direct, probing, varied, and sometimes 
blunt and tactless, All were answered 
in detail, with a forthright and frank 
graciousness. Always, I felt, an at- 
tempt was made to present the com- 
pany’s story in an impartial and ob- 
jective manner. No doubt this was a 
difficult thing to do, because of the 
natural enthusiasm and pride in the 
company, but a very conscious effort 
was made. 

These men performed a real service 
to the students of the School of Busi- 
ness Administration, as symbols of 
the best of the business administration 
profession. 


we does a company get out of 
such a project? What are the 
tangible results that can be pointed 
out, as justifying all the work and 
time needed to stage such a lecture 
course—and the most expensive time 
and work in the organization? 


e 


The results are tangible, and sur. 
prising. 

The most obvious return might be 
thought to be publicity. The lectures 
embodied much information of news 
interest. 

But publicity was not sought. It was 
in fact soft-pedaled. No news releases 
were given out during the course, and 
only infrequent news reports ap- 
peared, generally on financial pages. 


6 fellows in Pacific Telephone’s 
information and public relations 
departments are most appreciative of 
the tangible results. For after having 
been disregarded in the preparation 
of the lectures, they admired the top 
brass texts, and immediately put them 
to work. 

“Our job is getting information 
from these executives,” say the rela- 
tions fellows. “It isn’t always easy. 
They do not have the time, or perhaps 
the facility, to tell us about things we 
want to know. 

“But in these lectures they de- 
veloped information that would have 
taken us years to obtain. College lec- 
turing opens up for us a new way of 
reporting company affairs.” 

The lectures have been put to work 
in Pacific Telephone’s supervisory 
circles, are being read and discussed 
at meetings, and give to supervisors 
the same insight into policies and 


of hundred students. But these students will presently be 


q “A Lot of work and time were put into lectures for a couple 


occupying executive positions in many industries and com- 
munities. They will be forming public opinion. They will 
have firsthand knowledge of the company whose top brass 
contributed to their education.” 


AUG. 27, 1953 


304 





WHEN UTILITY VICE PRESIDENTS TURN INTO PROFESSORS 


problems as were given to students. 

It may well be that the greatest re- 
turn will come in long-range public 
relations. 


A= of work and time were put 
into lectures for a couple of 
hundred students. But these students 
will presently be occupying executive 
positions in many industries and com- 


lic opinion. They will have firsthand 
knowledge of the company whose top 
brass contributed to their education. 

“They say that a stone dropped in 
a pool sets up circles that widen for- 
ever,” is the way one observer puts it. 
“Pacific Telephone dropped a couple 
of hundred stones into that many im- 
portant pools. Nobody can tell when 
the circles of public understanding 
will come to an end.” 


munities. They will be forming pub- 





Man’s Two Worlds 


“ee lives in two worlds—the physical and the nonphys- 
ical .. . it is important that we keep that basic fact in 
mind and properly classify the progress or achievement, or 
failure therein (the gain or loss), as to whether it occurred in 
the physical or nonphysical world. Without becoming too pro- 
foundly philosophical, we may observe that so far as man is 
concerned, the two worlds are interdependent and that the 
mental, moral, and spiritual (i.e., the nonphysical) is the pri- 
mary world for the human being, because both his successes 
and failures in the mental, moral, and spiritual realm will deter- 
mine what happens to man in his physical world, 

“Turning first to the physical world, man today is literally 
bursting with pride of achievement, and it would take volumes 
merely to describe what the human being in the electric indus- 
try alone has accomplished in the twentieth century. In the 
fields of physics and chemistry, in medicine, in anthropology 
and archaeology, astronomy, in the structure of the atom and 
the relationship between matter and energy, yes, in every field 
of physical knowledge and discovery, such strides have been 
made as to eclipse all previous progress in human history. Then, 
in the fields of practical and applied science, in the electric in- 
dustry, in transportation (the automobile, the airplane), com- 
munication (telephone, radio, television, printing, and pub- 
lishing), in the production and preservation and distribution 
of food, clothing, and shelter, in all these and many others the 
horizon, the height and depth of man’s knowledge, his percep- 
tion and understanding, his mobility and his knowledge of how 
to control and harness the forces of nature have increased so 
fast and gone to such lengths that the whole cannot even be 
summarized, to say nothing of being comprehended, by one 
human mind.” 

—W. C. MULLENDORE, 
President, Southern California Edison Company. 
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Washington and the 
Utilities 


Progress on Utility Legislation 


OOKING back over the record of the 
first session of the 83rd Congress 
from the standpoint of regulatory bills 
and other measures affecting public utili- 
ties, it must be said that the develop- 
ments were more interesting than con- 
clusive. Much was noted by way of 
progress. A number of things were well 
started which are likely to bear fruit in 
the second session beginning next 
January. 

On the whole, however, and confining 
the comment strictly to what was actual- 
ly done in Congress, it is apparent that 
the “change of climate” is the most 
noteworthy feature, compared with pre- 
vious sessions. Public utilities are no 
longer suspect, per se. Their complaints 
are listened to, if not yet acted upon as 
in the case of tax legislation still pending. 
Unihibited spending for public power 
projects without regard to the effect on 
private industry is apparently a thing of 
the past. 

This “change of climate” has been 
most notable in key committees of both 
chambers, such as Appropriations, Pub- 
lic Works, and Interior. In the impor- 
tant Interstate and Foreign Commerce 
committees there has been a tendency to 
give some serious attention to regulatory 
reform bills affecting the Federal com- 
missions. During previous sessions, such 
bills were definitely bottled up, especially 
the House group under the former chair- 
manship of Representative Crosser 
(Democrat, Ohio). Both the present 
chairmen, Representative Wolverton 
(Republican, New Jersey) in the House 
and Senator Bricker (Republican, 
Ohio) in the Senate, here lend a sym- 
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pathetic interest in regulatory amend- 
ments long before Congress, 


, from appropriation bills of util- 
ity interest, the most controversial 
bill actually passed by Congress was, of 
course, the so-called “tidelands,” return- 
ing to the states clear title to the offshore 
gas and oil deposits. Then there was the 
law setting up the new Federal govern- 
ment reorganization commission, headed 
by former President Hoover, which will 
probably investigate various phases of 
the Federal government in business. 

The final Interior Department Appro- 
priations Bill for 1954 contained some 
changes for public power operations. A 
Senate- House conference committee 
compromised on $116,269,660 for con- 
struction of reclamation projects in rec- 
ommending a $433,561,550 appropria- 
tion for Interior in the next fiscal year. 
The final figure agreed upon compares 
with $607,336,400 sought by former 
President Truman and $491,119,200 re- 
quested in the Eisenhower budget. The 
conference committee recommended that 
$656,686 be allowed for completion of 
the controversial Folsom dam-Central 
Valley project transmission line. The 
House had voted to eliminate the money 
on grounds that facilities of the Pacific 
Gas and Electric Company could be 
used. 

The conferees declined to go along 
with the House, which had recommend- 
ed that the Secretary of Interior “with- 
hold, or withdraw approval of, and sus- 
pend” a contract calling for sale of Cen- 
tral Valley power to the Sacramento Mu- 
nicipal Utility District. The committee 
agreed, however, that the Interior Secre- 
tary should continue investigations or- 
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dered by the House into the legality of 
contracts between the Bureau of Recla- 
mation and public agencies for Central 
Valley power. Construction of two con- 
troversial power lines in the Pacific 
Northwest — Snohomish-Kitsap line in 
Washington and a Dalles dam area line 
in Oregon—were ordered “deferred for 
further study.” The final bill provides 
for $1,200,000 for Southwestern Power 
Administration as a continuing fund for 
power purchases and exchanges. The 
House had voted only $150,000. 


WPA is forbidden to use the money 

for lease-purchase arrangements for 
power lines, and none of the money is to 
be used after February 28, 1954. In ad- 
justing funds for the Missouri basin 
transmission division, the $5,500,000 al- 
lowed by the Senate for the Fort Ran- 
dall-Oahe-Mobridge-Garrison transmis- 
sion line was cut to $4,500,000. A $300,- 
000 item allowed by the Senate for a 
Watertown-Granite Falls-Fergus Falls 
line was eliminated and authority was 
granted for extension of a Big Bend- 
Watertown line to Granite Falls. Funds 
for “public information” activities—cut 
to $100,000 by the House—were in- 
creased to $250,000. 

Final figures on funds made available 
to REA for lending or spending in fiscal 
1954, are as follows: For electrification 
loans, a total of $209,919,203 of which 
$45,000,000 is a “contingency” fund 
(available on request by the Agriculture 
Secretary) and $29,919,202 is a “carry- 
over” from fiscal 1953; for rural tele- 
phone loans, a total of $74,592,500 of 
which $7,092,500 is a “carry-over” from 
the previous fiscal year’s funds; for REA 
salaries and expenses, $7,775,000— 
which is just slightly lower than the 
amount approved for this purpose by the 
82nd Congress for (fiscal year) 1953. 
The Agricultural Appropriation Bill, 
1954 (HR 5227), has been signed by the 
President. The conference report directs 
the REA Administrator to give private 
telephone companies the first opportu- 
nity to extend service into rural areas. 
But as to those areas where private 
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capital is unwilling or unable to serve, 
the REA Administrator is instructed to 
work with the co-operatives. 


¥ 
Regulatory Bills Progress 


TS regulatory bills of interest to 
utilities were passed and placed on 
the President’s desk during the final 
week of the first session of the 83rd Con- 
gress. One was the Butler-Anderson 
Bill (S 2094) to exempt municipal, 
state, and other non-Federal public 
bodies from the “recapture” provisions 
of the Federal Power Act. This bill was 
approved as an aid to local public agen- 
cies to finance their own hydro develop- 
ments without a cloud on their title, 
which would result from the option of 
the Federal government to recapture the 
facilities constructed under the license 
after fifty years. 

The other measure to reach the Presi- 
dent’s desk was the Potter-Wolcott Bill 
(S 1442), permitting physically intra- 
state electric utilities to exchange power 
over international boundaries without be- 
coming subject to the general jurisdic- 
tion of the FPC. The bill was aimed at 
assisting Detroit Edison Company’s pro- 
posed interchange arrangements with the 
Ontario MHydro-Electric Commission. 
FPC has modified its rules accordingly. 

There were two other bills of some in- 
terest to utilities which Congress passed : 
(1) a bill (S 2220) to relieve natural gas 
pipeline companies from compliance with 
the “common carrier” provisions con- 
tained in the Federal Mineral Leasing 
Act of 1920. Under present law, oil and 
gas pipelines can be constructed over 
public lands only upon licensing by the 
Secretary of Interior, with common car- 
rier provisions included. (2) The so- 
called Continental Shelf Bill (HR 5134) 
provides for jurisdiction of the Federal 
government over submerged lands on the 
outer continental shelf beyond historic 
coastal state boundaries. The Senate de- 
feated a last-minute effort to require 
Federal reyenues from such oil and gas 
deposits to be earmarked for school aid 
and other educational purposes. 
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The Hinshaw Bill (HR 5976) to 
relieve intrastate gas distributors from 
the jurisdiction of the FPC passed the 
House but failed to get final action 
in the Senate. A similar bill was rushed 
through the Senate Interstate Commerce 
Committee by the chairman, Senator 
Bricker (Republican, Ohio), its Senate 
sponsor. However, the eleventh-hour 
log jam on the Senate calendar preclud- 
ed action on controversial bills. 

For the same reason, the bill (HR 
4351) to authorize Niagara power de- 
velopment by five New York state elec- 
tric utilities still marks time in the Sen- 
ate Public Works Committee. Another 
measure which failed to get Senate ac- 
tion was the Poulson Bill (HR 4551) to 
strip the Secretary of Interior of his 
power to authorize reclamation projects. 
As passed by the House this bill would 
require more specific congressional ac- 
tion to authorize projects costing $5,- 
000,000 or more. These bills will very 
likely be acted upon shortly after Con- 
gress reconvenes on January 6, 1954. 
The threat of a filibuster by left-wing 
Senators made delay advisable. 


HE long congressional hearings on 

the power potential of the atomic 
energy reactor program have come to a 
close. The last witness to testify before 
the Joint Committee on Atomic Energy 
was the new AEC Chairman Lewis L. 
Strauss. He said Atomic Energy Com- 
mission hopes to draft a legislative pro- 
posal in time for the next session of Con- 
gress which will clear the way for the in- 
dustrial development of atomic power— 
assuming that it gets congressional ap- 
proval. Legislative proposals to further 
the AEC’s announced power policy have 
so far been held up in the Budget Bu- 
reau, pending a decision on how far the 
government should go in permitting pri- 
vate companies to patent atomic devices 
that result from their power production 
activities. Strauss commented that the 
patent law modifications are “difficult” 
since the “spectrum of choice” runs from 
complete government monopoly to com- 
plete free enterprise. He does not re- 
gard the difficulties as insurmountable, 
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| ee decision will be in the lap oj 
Congress, AEC Chairman Strausy 
said, and offered AEC’s “best judgment 
on how to proceed. Strauss conclude 
that Congress should not attempt to leg 
islate for industrial power developmen 
until the patent situation can be resolved 
Chairman Cole (Republican, New 
York) of the Joint Committee, summ:- 
rizing the views of the month-long parad 
of witnesses, said “the patent problem is 
central to industrial participation and 
will have to be resolved before large pri- 
vate investment is likely to be forthcon- 


ing.” 
> 


No Socialists for Government 
Service? 


cott McLeop, security officer for the 
State Department, has drawn con- 
siderable left-wing fire for a letter to 
Norman Thomas explaining that “social- 
ists,” with a small “s,” are disqualified 
for policy-making positions in the de- 
partment. Mr. McLeod does not direct- 
ly question their loyalty, but it is clear 
that he regards them as ideologically 
suspect. Senator Butler (Republican, 
Maryland) made it quite evident, ina 
speech in the Senate on May 15th, that 
this administration places “Socialists” in 
the same category as other “Reds.” The 
policy of the new administration, he said, 
was to remove “Socialists in ideology 
and purpose” from government service, 
Quoting Whitaker Chambers, the 
Senator went on to say that Socialists al- 
ways call themselves “liberals,” but that 
they can be easily identified. They are 
the people who assume that government 
is good and business evil; that labor 
unions are good (with the CIO better 
than the AFL); employers wicked; 
that the Federal government is progres- 
sive, the states reactionary; that public 
ownership is better than private enter- 
prise ; that wages are good, profits sinful; 
that public welfare should replace pri- 
vate charity; and that the executive 
branch should be given more power, 
while the power of Congress and the 
courts should be curtailed. 


308 





Exchange Calls 


And Gossip 


Uniform Loan Contract Sought 
By REA 


Pee ye telephone companies, 
which obtained REA loans under 
the old telephone contract, are being 
given an opportunity to substitute for 
the older forms the revised loan contract 
and mortgage forms recently adopted by 
REA for future use by commercial tele- 
phone company borrowers. REA is tak- 
ing this action at the request of repre- 
sentatives of the United States Independ- 
ent Telephone Association and a number 
of commercial borrowers. According to 
REA officials, 60 commercial companies 
are operating under the old contract. 

Copies of the new forms of loan and 
security documents are being sent by 
REA to all those companies which have 
signed the old contract. REA emphasizes 
that it is not suggesting or urging the 
substitution of forms, which will be done 
only upon request, but is simply afford- 
ing the opportunity of obtaining such 
substitution in the interest of uniformity 
of treatment of all REA borrowers. Al- 
though a number of revisions were made 
in the loan documents, most of them 
merely present, in greater detail, certain 
tequirements which are actually con- 
tained in existing policies and procedures 
employed by REA in its relations with 
borrowers. 


F a company decides to adopt the new 

forms, REA advises that it will prob- 
ably be necessary for the company to 
hold meetings of its stockholders and of 
its board of directors to authorize execu- 
tion of the documents. It will also be nec- 
essary that the revised or supplemental 
mortgage or deed of trust be recorded by 
the company in all counties in which the 
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original mortgage or deed of trust was 
recorded. In the event that the company’s 
state regulatory commission has jurisdic- 
tion over the borrowing of funds by the 
company and requires approval of loan 
and security documents, it may be neces- 
sary for the company or its attorney to 
make arrangements to obtain commission 
approval of the revised documents. 


* 
Michigan Commission Reversed 


In Rate Case 


¥ an opinion dated July 30, 1953, the 
circuit court for the county of Ingham, 
Michigan, reversed the state public serv- 
ice commission in a rate proceeding in- 
volving the General Telephone Company 
of Michigan, holding that the commission 
had failed to allow the company fair and 
reasonable rates. The opinion provides 
that a temporary injunction be issued en- 
joining the commission from interfering 
with the company’s establishing and col- 
lecting telephone rates no greater than 
those requested in the company’s applica- 
tion to the commission. The additional 
rates, which may now be collected by the 
company under the injunction, will 
amount to approximately $440,000 on an 
annual basis. 

In December, 1952, the Michigan com- 
mission approved an increase of $660,- 
000 annually in telephone rates for the 
company, which had requested $1,070,- 
000 annually based on 1951 costs. The 
company appealed the commission’s or- 
der to the circuit court of Ingham county 
and produced additional testimony to 
show that the rates allowed, by the com- 
mission, were unreasonable and confisca- 
tory and prevented the company from 
earning a reasonable return on the fair 
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value of its property. Pursuant to the 
Michigan statutes the case was remanded 
to the commission for further considera- 
tion, including additional testimony pro- 
duced before the court. 


O* May 25, 1953, the commission is- 
sued a further order refusing to 
consider the additional or different evi- 
dence and refusing to grant any further 
relief. It was this action of the commis- 
sion that led to the final decision of the 
circuit court which, in its opinion, held: 


After carefully considering the rec- 
ord made in this case, including the 
transcript of proceedings before the 
commission, this court is of the opin- 
ion that plaintiff, General Telephone 
Company of Michigan, has shown by 
clear, satisfactory, and convincing evi- 
dence that the rates prescribed by the 
defendant commission are unreason- 
able, unlawful, and confiscatory and in 
violation of its constitutional rights to 
earn a reasonable return upon the fair 
value of its property .. . 

The impact and effect of the com- 
mission’s inadequate rate relief was to 
cause General Telephone Company of 
Michigan to curtail its construction 
program and to impede its ability to 
raise sufficient capital to carry on its 
expansion and improvement program. 
If such a condition were to continue, 
not only the company but the public 
which it serves would suffer. . . . 


In its order refusing to grant General 
Telephone an additional increase, the 
Michigan commission accepted the argu- 
ment of the city of Ludington, which as- 
serted that the service being rendered 
by the company was inadequate and that, 
therefore, the company was not entitled 
to an increase in rates. The circuit court 
disposed of this point, holding that “It is 
not necessary to determine the conflicting 
claims of the parties with respect to the 
adequacy of existing service being ren- 
dered by General Telephone . . . Ade- 
quate and nonconfiscatory rates cannot 
be denied to a utility upon the theory 
that the value of existing service does not 
warrant an increase in rates.” 
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States Eye U. S. Excise Taxe; 


——— tax officials are eagerly awaiting 
the end or reduction of Federal ex- 
cise taxes on telephone and passenger 
fares with a view to tapping this lucrative 
source of revenue to help meet increased 
costs of services performed by the states, 
Officials attending a Council of State 
Governments conference last month on 
Mackinac Island, Michigan, applauded 
an observation by Alfred R. Ludvigsen 
of Wisconsin that the end of the Korean 
war may lead Washington to “tend to the 
business at home.” Ludvigsen said the 
states “can operate all phases of govern- 
ment now in the hands of Washington, 
except social security, better than the 
Federal government.” 

It was recalled that prior to the Korean 
war in 1950, almost unanimous agree- 
ment had been reached to void Federal 
admissions and local telephone call taxes, 
and permit states to enter those fields. 

Frank T. Mills, Ohio official, urged 
states to join in a renewed drive to force 
the Federal government to give up its 
gasoline tax of 2 cents a gallon, which 
yields $700,000,000 annually but gives 
the states about $400,000,000. He sug- 
gested organization of a “lobby of states” 
to spur the work of a Federal commis- 
sion created to study intergovernmental 
relations. 

Tax officials from 12 midwestern states 
characterized the Federal government as 
a close relative eating the states out of 
“house and home.” They expressed hope 
that the states could renew negotiations 
with the Federal government now that 
Congress is again considering the elimi- 
nation or reduction of high wartime ex- 
cise taxes on local telephone bills. 


» 


New Phone Device Halves 
Call Time 


A= telephone device, which reduces 
the time consumed in completing 
long-distance connections by at least one- 
half, was put into operation this month 
by the New Jersey Bell Telephone Com- 
pany. The innovation, called a “trans- 
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lator,” is the newest electronic link in 
New Jersey Bell’s program for nation- 
wide dialing. A maze of lenses, photo- 
transistors, mirrors, powerful light 
beams, and perforated metal cards, the 
“translator” does more than cut time 
from the long-distance routine. It first 
selects the most direct and fastest route. 
If the circuit is busy, it picks out an al- 
ternate route—all in the fraction of a sec- 
ond. The only change involved in the me- 
chanics of dialing is the addition of a 3- 
digit code. The United States and Canada 
are divided for purposes of long-distance 
calls into 90 areas, with a code for each 
area. The code digits are dialed before the 
telephone number, As the operator dials 
the code, one of the metal cards with a 
conforming pattern of perforations drops 
into a beam of light. All light is blocked 
out except that which passes through the 
pattern of holes. 
* 


Congress Delays Action on 
Phone Bills 


ee bills of interest to the telephone 
industry were casualties of the usual 
last-minute rush and confusion which ac- 
companies the end of every congressional 
session. Neither of the bills is regarded as 
controversial, however, and both are ex- 
pected to get final action shortly after 
Congress returns. The first was the 
O’Hara-Rogers Bill (HR 6436) to 
amend § 2(b)(2) of the Federal Com- 
munications Act. This measure was 
sought by the independent telephone com- 
panies and would have continued the ex- 
emption of wholly intrastate facilities 
from general FCC regulatory jurisdic- 
tion despite the use of radio facilities. 
The bill passed the House but is still 
pending in the Senate Interstate and For- 
eign Commerce Committee, 

The other measure which failed to get 
final action is SJ Res 96 to set up an in- 
ternational telecommunications commis- 
sion. The bill was passed by the Senate 
and approved by the House Foreign Af- 
fairs Committee, but failed to reach the 
House floor before adjournment. Under 
its provisions, a commission would be 
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established to consider government op- 
eration of communications facilities in 
foreign countries for propaganda, espio- 
nage, or other purposes required for the 
national security, The resolution has been 
placed on the House calendar and is ex- 
pected to be taken up promptly when 
Congress reconvenes. 


> 


REA Withdraws Rural 
Phone Film 


GOVERNMENT color film showing 
farmers how to get Federal aid to 
set up telephone co-operatives has been 
withdrawn from circulation because of 
objections from some private telephone 
companies. The film, entitled “The Tele- 
phone and the Farmer,” was withdrawn 
on order of REA Administrator Ancher 
Nelsen. REA officials said the film had 
been interpreted as giving the impression 
that private telephone companies were do- 
ing a poor job in servicing rural areas. 
The picture explained to farmers how 
they might band together to form a co- 
operative and obtain a loan from the REA 
to set up telephone service. Consideration 
is being given to a suggestion that the 
film be revised to show how farmers 
might go about getting service from pri- 
vate companies before turning to the gov- 
ernment for aid. 


> 


New Ohio Law on Phone Service 


i. ¥~ prolonged controversy in both 
houses, the Ohio legislature finally 
passed a bill requiring telephone compa- 
nies to improve and expand their serv- 
ices. Governor Lausche signed the meas- 
ure which prohibits the payment of cash 
dividends to telephone company stock- 
holders unless the company, by order of 
the Ohio Public Utilities Commission, has 
set aside a special reserve to improve 
service. This provision was designed to 
et around a recent decision of the Ohio 
upreme Court which declared that the 
Ohio commission was without statutory 
power to suspend dividends as a pre- 
requisite to service improvement, 
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Two Important Decisions Allow 
Rates of Return Above 
6 Per Cent 


wo recent rate decisions affecting 

rate of return, both generally favor- 
able to the utilities involved, were hand- 
ed down recently. One was the decision 
of the Florida Railroad and Public Utili- 
ties Commission, granting a rate in- 
crease to Florida Power Corporation. 
The other was the decision of the Fed- 
eral Power Commission granting a rate 
increase to United Fuel Gas Company, 
a subsidiary of Columbia Gas System, 
Inc. 

The syllabus or summary of the Flor- 
ida decision indicated that the new state 
commission has “exclusive and absolute 
jurisdiction over rates and service of 
electric public utilities in Pinellas 
county, Florida, since final termination 
of litigation involving rates fixed in said 
county by local board.” This is of inter- 
est to those familiar with the past history 
of severe rate regulation in Pinellas 
county by the board. 

The commission stated that “in nor- 
mal times and under stable conditions” 
rate of return should be applied to the 
average and not the year-end rate base 
of the test year, but “where public utility 
is engaged in abnormal expansion pro- 
gram and is confronted with constantly 
increasing investment and operating 
costs, year-end rate base is more realistic 
than one based on average investment 
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and Comment 


By OWEN ELY 


which bears no relationship to actual 
conditions existing at the time.” Work- 
ing capital of one-eighth of annual op- 
erating expenses, less certain deductions, 
was allowed. 


a rate of return, the syllabus 
stated that a utility’s “earnings 
must be sufficiently high to enable it to 
attract the necessary capital with which 
to finance the expansion program re- 
quired to meet increasing demands for 
its services. In a period of increasing 
costs of capital a public utility is entitled 
to higher rate of return than in normal 
times .. .” 

In referring to the use of a year-end 
rate base, the commission pointed out 
that “At best there is always a delay or 
regulatory lag. . . . (and) if such losses 
incurred through the regulatory lag are 
further augmented by the adoption of 
an average investment rate base which 
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FINANCIAL NEWS AND COMMENT 


PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 
DURING JULY, 1953 


Amount 
Date (Mill.) Description 
Mortgage Bonds 
7/2 $12.5 Penn. Electric Ist 44s, 1983 


7/8 40.0 Commonwealth Edison Ist 3§s, 1983 .. 100 


7/16 25.0 Consumers Power Ist 3$s, 1983 
7/21 3.0 Western Lt. & Tel. Ist 43s, 1983 


Preferred Stocks 
7/22 20.0 El Paso Natural Gas 5.65% 


Under- Offer- 
writing ing 
Spread Yields 


Price Of 
To Moody Offer- 
Public Rating ing 


102.17 48C 
.85C 
101.25 71N 
100 1.25N 


4.00% A 
3.62 Aaa 
3.68 Aa 
4.25 A 


100 3.00N 5.65 a 
Earnings- 
Price 
Ratio 


Common Stocks—Subscription Rights 


7/1 .6 Mobile Gas Service 
7/20 11.1 Boston Edison 


7/24 24.5 United Gas Corp. ................ 


*—Not underwritten. 


coincides with an investment level more 
than a year old, then the utility becomes 
the victim of confiscation ; it cannot suc- 
cessfully sell its securities to raise the 
capital with which to finance its expan- 
sion program; customers are unable to 
secure adequate service ; prospective cus- 
tomers are unable to secure any service; 
and the public suffers.” However, the 
commission eliminated $1,197,865 plant 


C—Competitive bidding. 
well received. b—Reported fairly well received. 


ed 


14.25 40 ’ 13.9 
45 36 ’ ao 


ose 21 a t 90 = — 


N—Negotiated underwriting. a—Reported 


acquisition adjustments from the rate 
base. 

Regarding the 6.45 per cent rate of re- 
turn allowed, the commission stated “in 
view of the current cost of capital and 
the condition of the money market today, 
concerning which there appears to be no 
immediate prospects for improvements, a 
rate of return of something in excess of 
6 per cent, but less than 63 per cent 





Electric Companies 
Bonds 
Preferred Stock 
Common Stock 


Bond 
Preferred Stock 
Common Stock 


Total Electric and Gas 


Source, Irving Trust Company. 





JULY NEW-MONEY FINANCING 
(In Millions) 


Offered to 


Stock- 
holders 


we $31 $1 
$11 we ere 
$l 


Sold to 
Public 


Sold 
Privately 


‘si gl 


$33 
19 


$52 
$133 


$123 


$123 


$124 $293 
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would, 1n our opinion, be reasonable for 
an electric public utility having a finan- 
cial history and expansion program 
similar to the applicant.” 


FEW years ago, Florida Power Cor- 
poration invited a group of finan- 
cial experts representing large invest- 
ment funds for a tour of its territory, to 
demonstrate the advantages of the area 
for investment. Subsequently, there arose 
in investors’ minds a real uncertainty as 
to whether there would be adequate rec- 
ognition by regulatory authorities of the 
fact that investors must be treated fairly 
if they are going to put up their money. 
The Florida commission deserves to be 
complimented, both by investors and the 
people in the territory, for a realistic ap- 
proach in their decision and their recog- 
nition of three factors: (1) the adverse 
effects of regulatory lag; (2) the impor- 
tance of using year-end rate base during 
a period of large expansion; and (3) the 
necessity of adjusting the rate of return 
to the rise in money rates. 

The opinion as a whole shows an un- 
derstanding of the importance of treat- 
ing the investor fairly, and the applica- 
tion of sound judgment rather than er- 
roneous reliance on some purely mathe- 
matical approach to arrive at an unreal- 
istic return. 

There are some other state commis- 
sions which could take a cue from this 
decision and thus help the utilities 
with their difficult financing problems in 
unsettled markets, for the real benefit of 
the people in their state. 

The text of the Federal Power Com- 
mission decision in the United Fuel Gas 
Case is not yet available and the follow- 
ing summary is derived from the press 
release and other sources. United Fuel 
Gas two years ago had filed a rate in- 
crease of about $7,200,000, which was 
oo effect under bond February 6, 
1952, 

A year ago the company asked for 
an additional increase of about $6,900,- 
000, which became effective under bond 
February 15, 1953. The two increases 
on a combined basis aggregate about 
$13,000,000 a year, of which some $10,- 
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= has now been allowed by the 
FPC., 

United Fuel Gas has been ordered 
to make refunds to its customers for a 
portion of the second rate increase cover- 
ing the period from February 15 to 
August 7, 1953. 


HE commission decided that a 6} 
per cent rate of return was needed 
by the Columbia system in order to 
finance the large expansion of the sys- 
tem, instead of 63 per cent as requested 
by the subsidiary. The commission stat- 
ed: “Columbia has resisted the lure of an 
undue thinning of the equity and has 
maintained a conservative capital struc- 
ture. Return should be sufficient to en- 
courage continuation of this practice.” 
However, the commission disapproved 
of the contract demand rate form pro- 
posed by the company and also found 
that certain depreciation and depletion 
reserves were inadequate, because Unit- 
ed Fuel had made additions to such re- 
serves on an erroneous basis since 1944. 
Chairman Jerome K. Kuykendall did 
not participate in the commission’s ac- 
tion, and Commissioner Dale E. Doty 
dissented in part. Voting in favor of the 
higher rate were Republican Claude 
Draper and Independent Nelson Lee 
Smith. 

It is considered likely the two Eisen- 
hower men, Chairman Jerome K. Kuy- 
kendall, a Republican, and Seaborn L. 
Digby, an Eisenhower Democrat, also 
will approve the more liberal policy. 

Vice President Edwin Olson of the 
Columbia Gas System stated that the 
company was particularly gratified that 
it had “succeeded in convincing the Fed- 
eral Power Commission that a 6 per cent 
return is not enough.” The decision was 
considered generally a key one for Co 
lumbia Gas, as it covered two of thirteen 
applications for rate increases which the 
system’s subsidiaries have pending be- 
fore the Federal body. Another fifteen 
applications are pending before state 
regulatory authorities. 

at will be recalled that about a year 


ago, in rate cases involving Colorado 
Interstate and Northern Natural Gas, the 
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F PC decisions ,were based on a strict 
“cost-of-money” principle with rates of 
return ranging from 54 per cent to 5} 
per cent. 

Last month the United States Court 
of Appeals for the Eighth Circuit in St. 
Louis had termed the Federal Power 
Commission decision in the Northern 
Natural Gas Case “unjust and unreason- 
able” in prescribing a return of only 54 
per cent. (See Supplement to PUR Ex- 
ECUTIVE INFORMATION SERVICE, Letter 
No. 1022, dated July 31, 1953, and also 
page 330.) 

5 


Electric and Gas Utility 


Earnings Improve 


ECENTLY the weekly output of elec- 
tricity broke all records, despite the 

fact that the year’s heaviest sales are nor- 
mally in December. Favorable factors 
were the large number of new homes, 
heavy sales of air-conditioning units 
(though these are a load headache to 
many operating officials), continued good 
sales of TV sets, introduction of new 
appliances such as electric dryers, in- 
creased irrigation pumping in some 
areas due to the drought, etc. Weekly 
output gains over last year of around 15 
per cent have, however, been widened 
somewhat by the adverse effects of the 
steel strike on last year’s output figures. 
The upper boxes in the accompanying 
charts (pages 315 and 317) show the 
monthly trend of revenues from net in- 


come for the first five months, as com- 
pared with corresponding periods in the 
three previous years. Percentage changes 
in gross and net as compared with last 
year are indicated in the accompanying 
table on page 318. 

Gas utilities’ revenues are showing re- 
markable gains, but in the first four 
months they lagged behind the electric 
utilities with respect to gains in net in- 
come. 

In the month of May there was a 
sharp jump in net income of 37.9 per 
cent over last year. However, the cumu- 
lative gain over the previous period 
(8.2 per cent for the twelve months end- 
ed May) was still running less than for 
the electric utilities, despite the much 
greater gain in revenues. The excellent 
showing for the month of May is partly 
explained by the poor net income in 1952, 
which showed a decline of 10.9 per cent 
below 1951. 


so inability of the gas utilities to 
carry much of their big revenue 
gains down to net income was undoubt- 
edly due to the fact that higher field 
prices for natural gas were not fully off- 
set by increased retail gas rates. Thus 
in the month of May, purchased gas cost 
the utilities over $88,000,000 compared 
with $63,000,000 m 1952, an increase of 
38.9 per cent; and in the twelve months’ 
period the increase was 28.5 per cent. It 
is estimated that if revenues had increased 
in proportion to the cost of purchased 
gas, net income in the twelve months 
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Utility Preferred Stocks—High-grade ... 
edium-grade . 
Electric Utility Common Stocks 
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1952 Range 
High Low 


2.78% 2.56% 
3.08 2.93 
3.11 2.99 
3.31 


3.21 
3.58 


3.46 
4.24 3.94 
4.71 4.33 
5.62 


5.07 


1953 Range 
High Low 
2.78% 
3.01 
3.07 
3.23 
3.50 
4.01 
4.43 


5.72 5.01 
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PERCENTAGE GAINS 1953 OVER 1952, FOR CLASS A AND B UTILITIES 


Electric Utilities 


Revenues 


One Month Only 
.0% 


D—Decrease. 


ended May 3lst would have gained 43 
per cent over the previous period, com- 
pared with the actual gain of 8.2 per cent, 
On this basis about 14 per cent of gross 
would have been carried down to net 


Gas Utilities 
Net Income Revenues Net Income 
270 19.2% 
3 18.7 
16.4 


e 


compared with the 10 per cent actually 
taken down. For the twelve months end- 
ed April 30, 1953, the electric utilities 
carried over 16 per cent of revenues to 
net income. 


e 


FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


8/5/53 
Price 
About 


American Gas & Elec. ... 
Arizona Public Service .. 
Arkansas Mo. Power . 
Atlantic City Elec. 
Bangor Hydro-Elec. ..... 
Black Hills P. & L. .... 
Boston Edison 

California Elec. Pr. .... 
Calif. Oregon Pr. 

| Af eee 
Central Hudson G. & E. .. 
Central Ill. E. & G 
Central Ill. Light 

| 8S a 
Cent. Louisiana Elec. .... 
Central Maine Power ... 
EES aaa 
Central Vermont P. S. ... 
Cincinnati G. & E. 
Citizens Utilities 
Cleveland Elec. Illum. ... 
Colorado Cent. Power ... 
Columbus & S. O. E. 
Commonwealth Edison ... 
Community Pub. Ser. . 
Concord Electric 
Connecticut L. & P. .... 
Connecticut Power 
Consol. Edison 

Consol. Gas of Balt. 
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Cur, ———Shore Earnings*—— 
rent Cur. % Iin- 12 Mos. 
Yeeld Period crease Ended 


(Continued) 


vt 
Qo 


Consumers Power 
NE SO eee 
Delaware P. & L. ....... 
Derby G. & E. 

Detroit Edison 

Duke Power 

Duquesne Light 

Eastern Utilities Assoc. .. 
El Paso Electric 

Empire Dist. Elec. 
Fitchburg G. & E. 
Florida Power Corp. .... 
Florida P. & L 

General Pub. Util. ....... 
Green Mt. Power 

Gulf States Util. ........ 
oo 8 ae eee 
Haverhill Electric 
TS) eee 
Idaho Power 

Illinois Power 
Indianapolis P. & L. .... 
Interstate Power 

lowa Elec. L.& P........ 
Iowa-Ill. G. & FE. ........ 
Iowa Power & Light .... 
Iowa Pub. Service 

Iowa Southern Util. ..... 
Kansas City P. & L. .... 
Kansas Gas & Elec. ...... 
Kansas Pr. & Lt. 
Kentucky Utilities 

Lake Superior D. P. .... 
Lawrence G. & E. ...... 
Long Island Lighting .... 
Louisville G.& E......... 
Bae He, BS occcces 
Lynn G. & E. 

Madison G. & 

Maine Public Service ... 
Michigan G. & E. ........ 
Middle South Util 
Minnesota P. & L. ...... 
Missouri Edison 
Missouri P. S 

Missouri Utilities ... 
Montana Power 
Mountain States Pr. ..... 
New England Elec. ...... 
New England G.& E..... 
New Orleans P. S 
Newport Electric 

N. Y. State E.& G 
Niagara Mohawk Power . 
Northern Ind. P. S. .... 
Northern States Pr. ..... 
Northwestern P. S 

Ohio Edison 

Oklahoma G. & E. 

Otter Tail Power 
Pacific G. & E. 
2 | ae 
Penn. Power & Light .... 
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1952 . e(o/ss Cur- Share Earnings* 
Rev. (Continued) rice Div, rent ur. % In- 12 Mos. 
(Mill.) About Rate Yield Period crease Ended 


Penn. Water & Power.... 37 ; D9 Dec. 
Philadelphia Elec. ...... 3 2.30 — 
Portland Gen. Elec. une 
Potomac Elec. Power .. June 
Pub. Serv. of Colo June 
Pub. Serv. E. & G. ...... June 
Pub. Serv. of Ind. June 
Public Serv. of N. H..... June 
Public Serv. of N. M June 
Puget Sound P.& L. .... Mar. 
Rochester G. & E. ...... June 
Rocund L.. &P. .....20- Mar. 
St. josh Lb. & PB. ....-- Mar. 
San Diego G. & E. ...... June 
Scranton Electric ....... June 
Sierra Pacific Pr. ...... June 
So. Calif. Edison Mar. 
So. Carolina E. & G. .... May 
Southern Colo. Pr. ...... May 
Southern Company June 
So. Indiana G. & E. ...... June 
Southern Utah Power ... Dec. 
Southwestern E. S. ...... May 
Southwestern P. S. ...... 
Tampa Electric 

Texas Utilities 

Toledo Edison 
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Union Electric of Mo. ... 
United Illuminating 
Upper Peninsula Pr. ..... 
Utah Power & Light .... 
Vege ©. @ P. .....<+- 
Washington Water Pr. . 
West Penn Elec. ........ 
West Penn Power 
Western Lt. & Tel. ...... 
Western Mass. Cos. ..... 
Wisconsin Elec. Pr 
Wisconsin P. & L. 
Wisconsin Pub. Ser. 
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Foreign Companiestt 
187 S Amer. & For. Power .... 10 r . : Mar. 
170 A Brazilian Trac. L.& P... 10 , } ; Dec. 
15 A Gatineau Power 21 ; ‘ i Dec. 
26 O Mexican L. & P. ........ 4 ; Dec. 
8 A Quebec Power 22 . : , Dec. 
40 A Shawinigan Water&Pr.. 38 F i , 4 Dec. 
17 A Winnipeg Electric f 3 : Dec. 


B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town 
exchange. S—New York Stock Exchange. D—Decrease. NC—No comparable figures available. 
*If additional common shares have been recently offered, earnings are adjusted to give effect to 
the offering. Percentage change is in the balance available for common stock. Tax savings result- 
ing from accelerated amortization of defense facilities are excluded (when separately reported). 
**Based on average number of shares. a—Also regular annual 3 per cent stock dividend, which 
is included in the yield. #—Also occasional stock dividends. t—Estimated (rate irregular or 
includes extras). +}—With exception of American & Foreign Power, these stocks are also listed 
in : and the Canadian prices are here used. (Curb prices are affected by exchange rates, 
etc. 
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What Others Think 


Independent Telephone Industry 
Growing 


OMPARATIVELY few people in the na- 

tion, as a whole, seem to be aware 
that the independent branch of the tele- 
phone industry, serving nearly 9,000,000 
subscribers through 11,000 exchanges, is 
providing service to about 65 per cent 
of the geographical area of the United 
States through more than 5,000 compa- 
nies. This is because of the predominant 
position in the telephone industry occu- 
pied by the Bell system, serving almost 
40,000,000 subscribers, but mainly in the 
large cities. 

But Donald C, Power, the seemingly 
indefatigable head of the General Tele- 
phone Corporation, is not going to let 
anybody forget the salient facts if he can 
help it. In recent months, Power has 
found time in his constant traveling be- 
tween General Telephone system prop- 
erties throughout the nation to make a 
series of statements and addresses call- 
ing attention to the story of the inde- 
pendent telephone industry in dynamic 
fashion. His address to the California In- 
dependent Telephone Association at Los 
Angeles last June was a typical message, 
serving to emphasize the importance and 
outlook for rapid growth of the inde- 
pendents in the years to come. 


oe favorite quotation is one by 
Charles F. Kettering, vice president 
of General Motors, who once made the 
observation when he was seventy years 
old, “I am only interested in the future, 
because that is where I expect to spend 
the rest of my time.” Pointing out that 
the independent telephone companies al- 
ready served more subscribers than there 
are in Great Britain and France com- 
bined, Power sees in the trend of popu- 
lation towards less congested areas both 
a challenge and an opportunity for the 
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independents. Power stated on this 


point as follows: 


During the past few years the popu- 
lation of this country has been expand- 
ing very rapidly. Well-informed esti- 
mates for the future contemplate that 
this expansion will continue, Those of 
you who were in attendance at the ex- 
ecutives’ conference of the United 
States Independent Telephone Asso- 
ciation in Chicago will remember a 
statement made by one of the speakers, 
Henry J. Taylor, prominent economist 
and radio commentator, to the effect 
that by the end of this century, which 
is not too far away, the population of 
this country will exceed 300,000,000 
people, or almost twice what it now is. 
A very great number of these people 
are going to populate that portion of 
the United States which is served by 
the independent telephone industry. 
We today can recognize a fairly well- 
defined movement of businesses and 
people away from the more densely 
populated areas into the suburban and 
rural sections of our country. 

There are many reasons for this mi- 
gration, including the rapidly mount- 
ing cost of real estate and services in 
the metropolitan areas, the increasing 
difficulties with respect to transporta- 
tion, and the simple desire of people to 
get away from the crowd where they 
have room to spread out. The govern- 
ment has also played a major role in 
this migration for in its defense plan- 
ning it has deliberately located stra- 
tegic factories and prime war indus- 
tries in remote areas where they are 
somewhat safer from enemy attack. 


ITING the opinion of the noted archi- 
tect, Frank Lloyd Wright, Power 
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went on to point out that decentralization 
is not only coming but is in fact well on 
the way. The city is moving to the coun- 
tryside. 

Power continued: 


We in the independent telephone in- 
dustry are the logical beneficiaries of 
this movement to less densely popu- 
lated areas for it is in these areas where 
we are the primary supplier of tele- 
phone service, Here is our great op- 
portunity for growth and expansion. 
But the situation which I have de- 
scribed presents much more than the 
opportunity to expand our businesses. 
It presents the challenge of providing 
first-rate telephone service in the com- 
munities wherein we operate at fair and 
reasonable charges. 

I recognize that perhaps there was 
a time when people living in the rural 
areas and the smaller urban communi- 
ties did not expect the same quality of 
telephone service as that of our great 
metropolitan centers but that situation 
does not exist today. Businesses mov- 
ing into lesser congested areas expect 
and will demand the very best quality 
of telephone service. It is necessary to 
them in the conduct of their business. 
People living in rural and suburban 
America now expect and will demand 
good telephone service and it is our job 
to see that that type of telephone serv- 
ice is provided. 

I am afraid that in the past many of 
us have not done as good a job as we 
should have done. I am afraid that we 
did not recognize as promptly as we 
should have the very great problem of 
expansion which confronted us at the 
conclusion of World War IT, Because 
we did not recognize our problem and 
partly because we did not move rapidly 
to solve it, the REA came into being, 
because it is axiomatic that when the 
people demand a public service and 
private enterprise fails to provide it the 
government will soon step in. How 
rapidly and how far REA expands in 


—__—- 


the future, in my judgment, will de. 
pend in a very large degree on how 
effectively we meet the challenge which 
now confronts us. 


To provide independent company sub- 
scribers with the quality of telephone 
service to which they are entitled, these 
companies will be required to spend large 
sums of money on construction of new 
plants at high cost. Power commented 
that a good many telephone subscribers 
seem to think that this money can come 
out of earnings. They forget, or are un- 
aware, that a regulated utility industry 
has no opportunity to create a surplus to 
finance further plant expansion, To se 
cure funds, these companies must go into 
the money markets in competition with 
unregulated industry. He pointed out 
that the cost of bond money has risen to 
4 per cent or more and that junior capi- 
tal is becoming more and more scarce 
and expensive. 


.WER expressed some degree of satis- 

faction with the recognition being 
given to the need of these telephone com- 
panies for improved earnings by regula- 
tory agencies and other public officials, 
especially since the new Federal admin- 
istration came to Washington. He urged 
the telephone company people to concen- 
trate on service improvements as a neces- 
sary prerequisite to rate relief than to 
seek full and adequate rate increases. He 
said “it is our absolute obligation to se- 
cure rates in sufficient amount to enable 
us to carry on our duty of providing ade- 
quate telephone service in the areas which 
we serve.” 

He ended on his favorite theme of 
more and better publicity for the inde- 
pendent telephone industry. He admon- 
ished his independent telephone company 
audience to go forth and spread the gos- 
pel of the importance of the independent 
telephone company, which is so frequent- 
ly overlooked by the greater part of the 
American public. 

—F. X. W. 
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Governors Argue Power Before Ike 


| genre Eisenhower heard both 
criticism and praise of Federal power 
policies at the national governors’ con- 
ference in Seattle on August 4th. At no 
point did the governors make any refer- 
ence to the current fight between advo- 
cates of public and private power over 
the development of Hell’s Canyon on the 
Snake river between Idaho and Oregon. 
They side-stepped the controversy now 
pending before the Federal Power Com- 
mission, but touched on such items as the 
Tennessee Valley Authority, mining, nat- 
ural gas, oil, and soil conservation. 

Governor Frank G. Clement, Tennes- 
see Democrat, declared his state is not 
satisfied with the administration’s treat- 
ment of the Tennessee Valley Authority. 

A “misunderstanding of the facts,” he 
said, is largely to blame, Protesting the 
cut in TVA funds, he said one of Budget 
Director Joseph M. Dodge’s principal 
sources of information was the Edison 
Electric Institute. 

The governor urged the President and 
other Federal officials to investigate TVA 
needs themselves or to rely on a non- 
partisan source, such as the council of 
state governors. Mr. Eisenhower listened 
attentively but made no comment. 
XN the outset of the round-table dis- 

cussion, Governor Howard Pyle, 
Arizona Republican and panel leader, said 
the administration is “ready, willing, and 


able—and determined” to oversee nat- 
ural resource problems with a “minimum 
of discord and a maximum of benefit” for 
the public at large. 

Governor Paul L. Patterson, Oregon 
Republican, told the conference there is a 
definite place for public and private de- 
velopment of water and power. The big 
question, he observed, is just where to 
draw the line. 

Patterson said the Northwest Power 
Pool may offer the key to the problem 
on a long-range basis. All watts devel- 
oped by municipal, Rural Electrification 
Administration, and private projects are 
thrown together, he said, and tapped by 
all users, whether public or private. 

He suggested that local areas should be 
allowed to develop smaller units with the 
Federal government taking the lead on 
multipurpose dams. 

Clement’s statement on TVA drew ex- 
ceptions by Governor Sigurd Anderson, 
South Dakota Republican. 

He told of the vast Missouri basin 
project, estimated to cost $11 billion, and 
described the relations between the Fed- 
eral government and states on its devel- 
opment as “most cordial.” 

He said Missouri basin people feel the 
authority form is not suitable. Instead, he 
said the basin states are acting to draw 
up a compact under which the Federal 
and state governments would be equally 
represented. 





Power Bloc Senators Blast “Giveaway” 


_— public versus private power issue 
promises to be a lively one in the 
1954 congressional elections if the debate 
held in the Senate in the closing hours of 
the first session is any indication of things 
to come. It is clear that the public power 
bloc in the Senate intends to hammer 
home the “give-away” theme in its as- 
sault on the administration’s power poli- 
cies, 

At least this is the impression of 
observers who witnessed the flurry of at- 
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tacks on the private power industry, 
which took place in the Senate just be- 
fore Congress adjourned for a few months 
of fence mending. 

The attack was touched off by the in- 
troduction of a bill (S 2590), which 
would strip the Federal Power Commis- 
sion of its authority to grant licenses for 
hydroelectric projects in areas where an 
integrated plan for Federal development 
has been approved by Congress. The 
bill’s sponsor, Senator Jackson (Demo- 
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crat, Washington), made no secret of the 
fact that his principal aim was to head 
off private developments of the Snake 
river which, if approved by the FPC, 
would render unfeasible construction of 
the large Federal dam in Hell’s Canyon 
—a project dear to the hearts of public 
power proponents. Jackson’s sponsorship 
of the bill is shared by sixteen other Sena- 
tors, all Democrats—except for Oregon’s 
Independent Senator Morse—and all 
well known for their consistent support 
of Federal power development. 


ACKSON said his measure was designed 
to “block a many-pronged drive of the 
power trust to reverse the great progress 
which has given the people of this coun- 
try the Tennessee Valley Authority, the 
Bonneville Power Administration, the 
Central Valley program in California, the 
Southwestern Power Administration, 
and the great plans to use the resources 
of the country’s great river basins to 
build up agriculture and industry, assure 
full employment and higher incomes, and 


provide homes with all the conveniences - 


which low-cost electricity can offer.” 
Jackson charged that the “private power 
monopolies” are out to destroy the 
“splendid municipally owned power sys- 
tems, large and small, which dot our 
land,” along with the hundreds of rural 
electric co-operatives which have been 
established throughout the country. He 
accused the private companies of build- 
ing “spite” hydroelectric projects to di- 
minish the possibility of low-cost Federal 
power supply for municipalities and rural 
electric co-ops. 

Under the provisions of Senator 
Jackson’s bill, the FPC would be pro- 
hibited from issuing licenses for projects 
in so-called basin areas unless it has first 
reported its findings to Congress, and 
Congress has specifically authorized the 
issuance. 

Senator Johnston (Democrat, South 
Carolina) also took a crack at the “pri- 
vate power monopolies” whose policies, 
he intimated, would stop any further 
progress in the South for which the Fed- 
eral power policies of the last twenty 
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years have been largely responsible, “The 
progress of the South during the last 
twenty years,” Johnston said, “will con- 
tinue. But a vital factor in the ability of 
the South to increase its contribution to 
the nation will be the continuation of the 
Federal river basin programs and a dy- 
namic rural electrification program. This 
requires a halt to the efforts by this ad- 
ministration to comply with the demands 
of private power monopoly.” 


OHNSTON said he did not want to re- 
flect on the region-building efforts of 
the private power companies which serve 
the South. But he argued that they “have 
gained their places among the more pro- 
gressive power systems in the country, 
largely under the stimulus which the Fed- 
eral power policy of the last twenty years 
has provided.” 

However, the South Carolina Sena- 
tor said he felt sorry for the rural electric 
co-ops in the North, which are too far 
away from the areas “where the influence 
of Federal policy is effective today.” The 
root of their difficulty, he said, is that the 
states in which they are located “have 
been misled by the propaganda of the 
private power companies into opposing 
the policy which has brought such bless- 
ings to us in the South.” Senator Leh- 
man (Democrat, New York) joined his 
Senate colleague in expressing sympathy 
for the northern rural electric co-opera- 
tives, and obviously agreed with John- 
ston that “unless we meet squarely the 
brazen campaign of the private power in- 
terests, which are seeking to mesmerize 
and mislead the people, not only the eco- 
nomic expansion but also the very health 
of our democracy will suffer in the fu- 
ture.” 

The future of America will be dark, 
indeed, if the administration’s present 
power policy is carried to its logical 
conclusion—complete private power com- 
pany monopoly in the electric utility field. 
This is the view of Senator Humphrey 
(Democrat, Minnesota), a cosponsor of 
the Jackson Bill. Senator Humphrey 
stated as follows: 


Such a policy not only means that 
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“AS LONG AS YOU’RE STANDING THERE DOING NOTHING, 
HOW ABOUT LOOKING UP A NUMBER FOR ME, BIG BOY?” 


the consumers of America will no 
longer have the benefit of Federal yard- 
stick of electric power rates and prac- 
tices, and it also means that the rural 
electric co-operatives in 42 states will 
be at the mercy of these same compa- 
nies. The co-operatives’ wholesale pow- 
er rates will go up. The companies will 
no longer be willing to make adequate 
sources of wholesale energy available 
to the co-operatives, voltage regulation 
will deteriorate, pirating of consumers 
will increase. 
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| geen ges Senators and those Demo- 
cratic Senators, not in sympathy 
with the public power bloc, spent little 
time trying to answer the arguments of 
the members of that bloc, They wanted 
to get the session over with and go home. 
As a matter of fact, the departure for the 
governors’ conference, in the company of 
President Eisenhower, of Washington’s 
two Senators, Magnuson and Jackson, 
took a lot of steam away from the political 
build-up on the power issue. According to 
a Washington rumor, an eleventh-hour 
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filibuster had been planned to highlight 
and dramatize the power issue, but when 
the time came only Oregon’s Independent 
Senator Morse went through the delivery 
of a prolonged attack on the administra- 
tion’s power policy. Even Morse cut 
short his original statement in the face of 


a pretty general feeling of apathy in the 
Senate chamber to any idea of a last. 
minute filibuster for publicity purposes, 
Other members of the power bloc were 
apparently convinced that such strategy 
might backfire. 

—F, M. 





REA’s Statistics on Power 


er to the 14th annual report 
of energy purchased by REA bor- 
rowers, the reporting co-operatives paid 
0.86 cent per kilowatt hour purchased 
from investor-owned utility companies in 
the fiscal year ended June 30, 1952; a 
decrease of .03 cent from the figure for 
the previous year. This compares with a 
cost of 1.37 cents for power purchased 
from generating plants operated by REA 
co-ops themselves. The table below shows 
the 1952 purchases by principal groups of 
sellers. 

At this point attention is called to a 
feature of some significance in the statis- 
tics published by the REA, in that the 
borrowers cease to render reports as soon 


as their loans are repaid, In a footnote 
in the monthly statistical bulletin, the 
REA states that “Energy and revenue 
data (are) not available for borrowers 
whose loans are repaid in full,” and that 
the figures for systems energized and 
number of consumers include only the 
latest available figures for such systems. 
(In other words, they do not allow for 
any growth of the co-ops after they have 
repaid their loans and have severed their 
connection with the parent REA.) The 
14th annual report, summarized below, 
thus includes 34 borrowers whose loans 


were repaid by June 30, 1952, and 22 
others which were classified as “no data 
available.” 


e 


Summary of Energy Purchased by REA Borrowers 
For Fiscal Year Ended June 30, 1952 


Cost 
Kilowatt Per Cent 
Hour Total 
0.86¢ 53.2 

0.92 


Kilowatt Hours 
Purchased 
5,730,661,895 
18,891,536 
901,307,825 12,389,606 
(403,146,868) (4,279,893) 
319,562,020 3,818,247 
2,175,757,060 10,656,295 
519,675,445 1,707,131 
136,055,835 740,508 
333,683,404 
42,794,516 
264, 138,683 
153,242,268 
55,355,924 
33,713,395 
79,821,124 


10,764,660,930 


Cost 
$49,311,076 
174,469 


Supplier 
Power Companies 
PEE WE, cv ncccccacanceedsuceves 
REA Co-ops (Generated Power) 
REA Co-ops (Purchased Power Resold) 
Municipal Electric Systems 
Tennessee Valley Authority 
Bonneville Power Administration 
Southwestern Power Administration ... 
U. S. Bureau of Reclamation 
Miscellaneous Federal Agencies 
Nebraska Public Power 
Lower Colorado River Authority 
Grand River Dam Authority 
Greenwood County Electric Power 
Other Public Power Agencies 


Total Purchased 


| aN 
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$85,569,592 
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The March of 
Events 


In General 


New Group Started 


p genye of personalities, who have 
been active in public power affairs, 
were noted in the new group formed by 
the National Issues Committee in Wash- 
ington, D. C. The formation of the group 
was announced by Mrs, Eleanor Roose- 
velt as a “nonpartisan” committee to 
check the “reactionary” trend which she 
and her associates felt is under way. 

One of the founders of the new com- 
mittee is Murray Lincoln, president of 
the Co-operative League of America 
who will be recalled in utility circles for 
his activity in the Electric Consumers 
conference—which was formed in Wash- 
ington last year. 

Others, whose past activity along the 
same line has been noted, were: Oscar 
Chapman, former Secretary of Interior ; 
Clark M. Clifford, former aide to ex- 
President Truman; Charles F. Brannan, 
former Secretary of Agriculture; and 
Morris Llewellyn Cooke, engineer. 

The National Issues Committee, it 
seems, started taking shape last spring 
when people began coming to Mrs. 
Roosevelt with feelings of vague unrest. 
Most of them seemed to be former offi- 
cials of the Democratic administration 
and the unrest, oddly enough, seemed to 
be aroused by the Republican adminis- 


tration. Somehow the “trend” in govern- 
ment seemed to be all wrong to these 
people, and Mrs. Roosevelt confessed 
it seemed all wrong to her, too. 

The goal of the committee, she ex- 
plained, is to “get the full facts and in- 
formation down on the level of the peo- 
ple.” 

The committee has a tentative budget 
of $100,000 for the first year in pursuit 
of this objective. Mrs. Roosevelt men- 
tioned the Hell’s Canyon dam as one of 
the isues needing clarification. 


Gas Rate Settlement 


T FPC on August 7th approved 
a settlement under which Texas Gas 
Transmission Corporation of Owens- 
boro, Kentucky, may increase its whole- 
sale natural gas rates by $8,498,938, 
based on sales volume for the twelve 
months ended October 31, 1952. The 
settlement was reached after a series of 
conferences in Washington, D, C. 

The new rates are designed to give the 
company a 6 per cent rate of return, The 
dollar amount allowed is about 974 per 
cent of the increase requested. 

Texas Gas delivers natural gas to 
utility and industrial plants in Louisiana, 
Mississippi, Tennessee, Kentucky, In- 
diana, Ohio, and Illinois. 


Georgia 


Basic Fares Held 
Tt Georgia Public Service Commis- 


sion in a 3-to-2 decision on August 
7th authorized the Atlanta Transit Com- 
pany to increase its revenue by an esti- 
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mated $431,100 a year—about half of the 
increase ($813,700) asked by the com- 
pany. There will be no increase in the 
basic fare. 

Tokens will be sold at a rate of 8 for 
$1 instead of 4 for 50 cents. The 15-cent 
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round-trip shopper’s ticket will be elimi- 
nated. 

The commission estimated the gom- 
pany would gain $277,750 a year by sell- 
ing tokens at the rate of 8 for $1. This 
is based largely on the theory that more 
riders will pay the 15-cent cash fare rath- 


er than purchase 8 tokens at any one 
time. 

The commission’s chief rate engineer 
estimated that the company will gain an 
additional $153,350 in gross revenue by 
eliminating the round-trip shopper's 
fare. 


> 
Illinois 


Rate Increase Sought 


HE Central Illinois Public Service 
Company has announced the filing 
of a request with the Illinois commission 
for a $4,260,000 annual electric rate 
increase. For residential users in the 502 
central and southern Illinois communi- 
ties served by CIPS, the rate increases 
will vary from 15 per cent to the smallest 
users to 25 per cent for the largest. 
The company has 220,000 customers. 
The $4,260,000 will give the company 
a 12.3 per cent increase in operating rev- 


enues, M. S. Luthringer, company presi- 
dent, stated. 

Luthringer said it would be the com- 
pany’s first rate increase in thirty-two 
years if granted. He said there were 14 
rate reductions during this period. 

“A rate increase is necessary to offset 
higher costs and to preserve the com- 
pany’s credit,” Luthringer said. 

The company said 187,000 residential 
customers would pay about $2,226,000; 
commercial customers about $887,000: 
and industrial customers about $1,112,- 
000 of the total annual increase. 


- 
Kentucky 


Power Study Co-operation 
Pledged 


| ager ter tagerare of Kentucky’s rural 
electric co-operatives and of six 
privately owned companies agreed early 
this month to co-operate with an inde- 
pendent consulting engineer in a survey 
intended to settle their dispute. The 
agreement was reached during a 2-hour 
meeting in the office of REA Adminis- 
trator Ancher Nelsen. 

At issue is the question of whether the 
Federal government shall encourage co- 
ops to generate and transmit electric 
power independently or enter into co- 
operative arrangements with the private 
companies. 


A statement by the REA Chief’s Ad- 
ministrative Assistant, Fred Strong, 
said : 


Attending the conference were 
twenty-six representatives of the East 
Kentucky Rural Electric Co-operative 
Corporation, including representatives 
of 15-member distribution co-opera- 
tives, and six representatives of public 
utility companies serving Kentucky. 

It was agreed that both groups will 
co-operate with Ed Mackie, inde- 
pendent consulting engineer named by 
Ancher Nelsen, REA Administrator, 
in an immediate review of the Ken- 
tucky power problem. 


Nebessike 


Plumbers Seek City Plant 
Appliance Sales 


5 Omaha Master Plumbers As- 
sociation asked early this month 
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that the Metropolitan Utilities District 
become a financing agency. MUD direc- 
tors referred the request to its legal staff. 

The plumbers want the district to 
finance certain appliances retailed by the 
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plumbers. They would have the district 
accept the financing paper from the 
plumbers and make collection on the bill 
with gas and water. MUD maintains an 
appliance sales department to promote 
use of gas and water. 


R. C. Merritt, spokesman for the plan, 
would give the district 150 additional un- 
paid salesmen. He said the convenience 
of payments with the gas and water bills 
would be a help. He said the district 
should not sell appliances. 


North Dakota 


Co-op Deficits Argued 
MEMBER of the North Dakota Pub- 
lic Service Commission has gone to 
the mat with the manager of an electric 
co-operative over the matter of deficits in 
the power business. 

Commissioner E. H. Brant made pub- 
lic a letter he mailed to Norman W. 
Cross, manager of the Slope Electric Co- 
operative at New England, North Da- 
kota. 

It was in answer, Brant said, to a let- 
ter directed to him by Cross. The com- 
missioner said he never actually received 
the letter but that he read it in a maga- 
zine published by the co-operative. 
Brant wrote: 


Your statement that high power 


costs have been the chief cause of the 
deficit (of rural co-operatives) cannot 
be supported by the records, 


Cross declared that a comparison of 
what these co-operatives have been pay- 
ing for their power “and what they can 
be expected to pay after Garrison dam is 
completed will show how the picture can 
change overnight at that time.” 

Brant replied that “the record shows” 
six of nine co-operatives in western 
North Dakota getting their power for 
less than 53 mills per kilowatt hour op- 
erated at a deficit in 1951. 

“Tf they had received the power free 
of any cost to them, four out of the nine 
would still have had a deficit,” Brant 
asserted. 


Virginia 


Calls for Regulation of 
Utility Tax Accounting 


a STaTE CORPORATION CoM- 
MISSION contends that the states, not 
the Federal government, should deter- 
mine how electric utility companies com- 
pute accelerated amortization for Fed- 
eral income tax purposes. 

_ “This is a field where state regulation 
is of greater importance than Federal 
regulation,” the Virginia regulatory 
agency asserted early this month in a 
petition to intervene in FPC proceedings 
to give the Federal government authority 
over electric utilities in the tax com- 
putations. 

The Virginia state commission said 
specifically it was not asking for an al- 
lotment of time for oral argument dur- 
ing an FPC hearing set for September 
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Sh, but asked that it be permitted to 
have a representative present to partici- 
pate “to the extent that may be deemed 
desirable at the time.” 

Accelerated amortization gives a Fed- 
eral income tax benefit to industries by 
postponing a part of the taxes to later 
years, so that more capital will be avail- 
able for early expansion “when full pro- 
duction seems relatively sure.” It per- 
mits industries related to defense work 
to amortize so as to put off part of Fed- 
eral income taxes for five years, 

Noting that the FPC proposes iden- 
tical treatment for both natural gas pipe- 
line companies and electric utility com- 
panies, the Virginia agency contended 
that since rates of the electric companies 
are subject to state regulation, the state 
also should regulate accelerated amorti- 
zation accounting methods. 
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Progress of Regulation 


Federal Power Commission Must Re-examine Return 
Allowance Based on Cost of Capital 


HE rate order of the Federal Power 

Commission in Re Northern Nat. 
Gas Co. (1952) 95 PUR NS 289, was 
reversed by the United States Court of 
Appeals for the Eighth Circuit and re- 
manded as to the issue of return allow- 
ance. The rulings of the commission on 
all other questions were affirmed, 

The commission had allowed a return 
of 54 per cent to provide 8.75 per cent on 
common stock equity, after an allowance 
of one-half per cent to cover cost of 
financing, in addition to providing inter- 
est on borrowed funds. The finding that 
a 54 per cent rate of return would pro- 
duce a fair and reasonable “end result” 
seemed to rest solely on the comparison 
of investors’ appraisals of the common 
stocks of seven natural gas companies. 

The importance of the rate of yield of 
the various gas companies’ stocks, said 
the court, could not be denied but the 
court was not impressed that the com- 
parative yield was all-important. In- 
vestigation of other rate cases decided by 
the commission disclosed that much 
broader discussions and considerations 
were gone into than were to be found 
in the commission’s opinion in this case. 
The court said: 


Consideration of the age of a com- 
pany, its stability, its financial tie-ups, 
its established and potential outlets, 
whether the company is expanding or 
is consolidating its position—all of 
these things and many more must af- 
fect the determination as to how the 
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company will attract capital, and main- 
tain its financial integrity, at a certain 
rate of return. And it is settled and 
stated in many cases that the rate of 
return, from the point of view of the 
investor, must be sufficient to assure a 
proper return to the investor and to 
maintain the company credit and to 
attract capital. 


The commission in a footnote had set 
out the cost of borrowed money and the 
return which it approved on common 
stock, but the court said it could not 
know how much weight the commission 
ascribed to this equation. It was said to 
be obvious that no rate of return deter- 
mination could be set out so meagerly 
and have conclusive value, 

Although the commission is not 
bound to the use of any particular for- 
mula or group of formulae in determin- 
ing. what is a just and reasonable rate, 
Congress has provided for judicial re- 
view of commission orders, and obvious- 
ly there must be some review. The case 
was, therefore, remanded with the direc- 
tion to the commission to set out more 
fully and particularly the facts and the 
reasons bearing on its decision as to the 
rate of return. 

The court referred to testimony in the 
record and findings by the presiding ex- 
aminer tending to show that a 6 per cent 
rate of return was reasonable, and the 
mere assertion that the commission had 
examined “all of the available evidence 
of record on this subject” did not suffice 
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to show the court, on review, that the 
conclusion as to the rate of return was 
the result of the application of the com- 
mission’s expertise and judgment so 
that the court would affirm. 

The court upheld the commission’s 
ruling that certain industrial rates were 
subject to suspension since they were in- 
separably connected with contract de- 
mand rates which were subject to sus- 
pension. 

There was held to be no error in sub- 
jecting the charges of Northern for nat- 
ural gas it sold in interstate commerce, 
for resale, to regulation on the basis of 
its costs and in refusing to accede to an 
8-cent per thousand cubic foot valuation 
established by the Kansas commission. 


REGULATION 


The commission’s method of alloca- 
tion of costs was sustained with the state- 
ment that the commission is not bound to 
follow its past practices if experience and 
study show that those prior practices 
should be modified. The use of the de- 
mand-commodity method in the manner 
used was held not to be erroneous as a 
matter of law. 

The court also found no reversible er- 
ror in the commission’s conclusions as to 
interest during construction, allowance 
for working capital, dismissal of a por- 
tion of the company’s third rate increase 
filing, and minimum billing demand. 
Kansas State Corp, Commission v, Fed- 
eral Power Commission, Nos. 14,704, 14,- 
706, 14,733, 14,743, July 20, 1953. 


e 


Year-end Rate Base Used to Offset Regulatory Lag in 
Rates of Expanding Electric Company 


i g~ Florida commission has author- 
ized the Florida Power Corporation 
to increase rates to yield a return of 6.45 
per cent. It concluded that this return 
should be sufficient to enable the com- 
pany to finance the continuation of its 
expansion program. Some of the factors 
entering into this determination were the 
general economic conditions, the ability 
of the company to attract capital, current 
cost of money, the financial history of the 
company, risk involved, comparisons 
with other enterprises of a similar nature, 
and efficiency of management. 

This company serves some of the fast- 
est growing portions of Florida. The 
company is engaged in an expansion pro- 
gram requiring the investment of some 
twenty to twenty-five million dollars an- 
nually. Because of its past financial his- 
tory involving depressed earnings over a 
period of several years, the company is 
at least one financing behind the sched- 
ule which was reasonably required to 
meet the increased demand for service, 

Present earnings are not sufficiently 
high to support its expansion program. 
The company must attract more capital. 
The commission said that while it would 
be the last to increase rates which the 
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public must pay for essential services, 
nevertheless, it would not contribute to 
the slowing down of the growth and in- 
dustrial development of the state by 
closing its eyes to the reasonable needs 
of those public utilities attempting to ren- 
der essential services. 

The commission adopted a year-end 
rate base rather than an average invest- 
ment rate base. It pointed out that in 
normal times and under stable conditions 
an average investment base would be 
more realistic. Here, however, the com- 
pany is in the throes of an unusual 
growth and, at the same time, confronted 
with constantly increasing investment 
and operating costs. An average invest- 
ment rate base would, therefore, bear no 
relationship to actual conditions now ex- 
isting. The commission said: 


During a period of rapidly raising 
prices and plant expansion, it is diffi- 
cult, in proceedings of this nature, to 
determine an adequate and reasonable 
rate base .. . At best there is always a 
delay or regulatory lag of several 
months between the time a utility ap- 
plies for a rate increase and the time 
a regulatory agency is able to make its 
final decision on the application . . . If 
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such losses incurred through the reg- 
ulatory lag are further augmented by 
the adoption of an average investment 
rate base which coincides with an in- 
vestment level more than a year old, 
then the utility becomes the victim of 
confiscation ; it cannot successfully sell 
its securities to raise the capital with 
which to finance its expansion pro- 
gram; customers are unable to secure 
adequate service; prospective custom- 
ers are unable to secure any service; 
and the public suffers. 


The commission considered all of the 
company’s properties and operations as 
a single unit instead of segregating costs 
and properties by geographical or po- 
litical subdivisions. The company is an 
integrated public utility. Electric energy 
generated by one of its powerhouses 
might be transmitted or delivered to any 
point within the whole system. An 
emergency or failure in one part of the 
system could be met by electric current 
generated elsewhere in the integrated 
system. Segregation under such circum- 
stances would be purely artificial and, in 
part at least, arbitrary. 

Company rates for service in Pinellas 
county had been fixed by the Pinellas 
County Board. This board had func- 
tioned under a special law which had 
established that county as a separate unit 
for rate making. The commission point- 
ed out that the special law is no longer in 
effect but has been supplanted by a gen- 
eral law providing for statewide regula- 
tion of electric utilities. The failure of 
the Florida legislature to preserve Pinel- 
las county as a separate unit for rate- 
making purposes when it adopted state- 
wide regulation in place of local regula- 


tion led to the conclusion that the legisla. 
ture intended that the cammission con- 
sider the entire property as the unit for 
rate-making purposes. 

Industrial rates maintained by the 
company have been the result of private 
contracts entered into prior to the time 
jurisdiction over electric rates was given 
to the commission. Although such con- 
tracts are valid, the commission held that 
they are subject to its jurisdiction and 
may be changed by its order, Increased 
operating costs have not been reflected 
in these rates. The commission said that 
industrial rates should bear their fair 
share of increased costs although it recog- 
nized that large industrial users of elec- 
tricity enable the company to expand its 
facilities so that domestic and other elec- 
tric consumers may have more efficient 
and economical service, 

The commission, in recommending an 
increase in industrial rates, noted that 
the company should recognize the fact 
that some industrial customers are lo- 
cated in areas that might readily be 
served by other utilities. An industrial 
customer desiring to change from one 
utility to another in order to take ad- 
vantage of a better rate would, of course, 
be confronted with the necessity of hav- 
ing the new contract rate approved by 
the commission. The commission pointed 
out that it was not likely that it would, 
in the absence of judicial coercion, re- 
quire one company to increase industrial 
rates and then approve lower ones for a 
competitive utility. The company would, 
however, have to bear in mind this po- 
tential competitive situation in raising 
industrial rates. Re Florida Power Corp. 
Docket No. 3719-EU, Order No. 1913, 
July 23, 1953. 


e 
Funds Segregated during Rate Case Refunded to Gas Customers 


HE problem of apportioning over 

two million dollars among the city 
and county subscribers of a gas company 
confronted the Missouri commission 
when an application for an order direct- 
ing the distribution was made to it. The 
major portion of the fund had been ac- 
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cumulated from moneys set aside to make 
up the difference between reduced rates 
of a pipeline company and its previous 
rates, pending the outcome of litigation. 
The legal controversy finally settled in 
favor of the rate reduction. 

In making such a refund to so many 
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customers certain expenses could not be 
avoided, and the estimates furnished by 
the company were considered reasonable 
and ordered to be paid from the segre- 
gated fund. The only item reduced was 
ior legal expenses, the commission feel- 
ing that some of the expenses resulted 
from services incidental to the preserva- 
tion and administration of the fund and 
had a more direct relationship to the 
interests of the gas company itself, Ar- 
rangements made to have the clerical 
processes of the refunding performed by 
a statistical firm were approved. The ac- 
tual expenses of the distribution were di- 
vided among the two groups of subscrib- 
ers (city and county) on a percentage 
basis, in proportion to the number of ac- 
counts in each group. 

Except for a small minority receiving 
an interruptible type of service on a con- 
tract basis, all customers during the pe- 
riod in question shared pro rata accord- 
ing to the amounts paid. The formula 
used in determining the amount of the 
refund to each customer was worked out 
as follows : 

First, the percentage of total revenue 
during the period was tabulated for each 
rate classification, This was, in turn, di- 
vided into the segregated fund to deter- 
mine the distribution to each classifica- 


tion. Then the refund factor per thousand 
cubic feet was obtained by dividing the 
above amount by the thousand cubic feet 
quantity of gas used by all customers in 
the classification. The application of such 
a factor against individual volume 
showed the amount of money due each 
individual. 

One year was set as the time limit for 
the refund. This was deemed sufficient to 
enable those who could not be located to 
assert their claims, A 90-day limitation 
was considered fair and reasonable as the 
time within which the checks should be 
cashed. 

Reimbursement from the general fund 
was requested by the company for a gross 
receipts tax paid to the city, which tax 
had included the amounts in the segre- 
gated fund. The company had tried un- 
successfully to recoup the moneys paid 
but the court had not allowed a setoff 
against later year taxes, The commission 
found that the company had not exer- 
cised due diligence in paying the tax, that 
they should have sought counsel on a 
method to defer payment. The company 
was under no compulsion to pay the tax 
at the time so as to warrant diminishing 
the fund by allowing reimbursement. Re 
—” Gas Co. Case 12,169, May 19, 
1953. 


7 


Rate Reduction in Competitive Territory May Not 
Burden Customers in Other Areas 


nN electric company’s application for 
authority to reduce its minimum 
charge in a competitive territory from 
$2.50 per month per customer to one dol- 
lar per month per customer was approved 
by the Michigan commission. 

If the city affected by the proposed de- 
crease, the commission said, were an iso- 
lated community served by the utility, 
there could be no question but that the 
tates should be approved as they will 
mean a material saving to the customer 
and will in no case cause an increase in 
any customer’s bill. However, the city 
affected by the decrease is not an isolated 
community but merely a part of the gen- 
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eral territory served by the company. 
Such being the case, the commission con- 
tinued, the important consideration is 
whether the patrons in the noncompeti- 
tive territory of the company will be 
charged with any losses sustained in the 
competitive territory. 

Upon determining that the proposed 
substandard rates would not act as a 
detriment to other customers, the com- 
mission approved the rate reduction but 
reserved the right to issue such further 
order as circumstances may require in 
the future, after viewing operating re- 
sults. Re Consumers Power Co. 4-2916- 
53.2, June 2, 1953. 
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Co-operative Transmission System Preferred to Wheeling 
Contract Arrangement with Power Companies 


x two and one-half years of litiga- 
tion before the Kentucky commis- 
sion and state courts, a rural electric co- 
operative was awarded a certificate to 
construct and operate a generating plant 
and build 400 additional miles of trans- 
mission lines. 

In 1950 the co-operative had received 
authority from the commission to build 
the generating plant and transmission 
lines (87 PUR NS 19). In 1952, in a 
decision reported in 97 PUR NS 505, 
the state court of appeals affirmed the 
commission’s decision as to the generat- 
ing plant but ordered a further hearing 
to determine whether “wasteful duplica- 
tion” would result if duplicate transmis- 
sion facilities were constructed, The 
court also suggested that the commission 
investigate the feasibility of distributing 
the co-op-generated power over private 
power company lines under “wheeling” 
contracts. 

Power companies opposing the co- 
operative’s application directed practi- 
cally all their evidence toward showing 
the desirability of the use of their lines 
for the distribution of power generated 
by the co-operative. Their plan en- 
visioned that not a single foot of new 
line should be constructed by the co- 
operative. 

The commission rejected the plan of 
the private companies for two reasons: 
The commission found that in areas 
where there might be a duplication of 
lines “existing lines were already over- 
loaded, were of such high voltage that 


they could not be economically tapped, 
or were inadequate in capacity.” 

The second reason for rejecting the 
plan of the protesting utilities was that 
the integration of two separate and dis- 
tinct generating and transmission facili- 
ties presents many engineering, man- 
agerial, and economic complications. If 
such a plan were put into effect, the 
commission continued, the co-operative 
would lose control over the flow of 
energy necessary to render adequate 
service over the entire system, Control of 
the delivery of power is as essential as its 
production. 

A further complication which such a 
plan might produce was described in 
these words: 


It must be borne in mind that each 
system’s primary responsibility is to 
render efficient, adequate service to its 
own consumers at the lowest possible 
cost. The amount of energy supplied 
by the protesting utility to the various 
co-operatives is only ratiowise, both 
in dollars, and amount, small, com- 
pared with that necessary to supply 
their own customers. It is therefore 
reasonable to presume that the pro- 
testing utilities in their planning on 
further expansion and construction to 
be governed largely by the expected 
requirements and demands of their 
own customers rather than the cus- 
tomers served by the co-operatives. 


Re East Kentucky Rural Electric Co-op. 
Corp. Case No. 2013, June 24, 1953. 


= 


Net Investment Approved 


a gas company was awarded 
a rate increase by the Wyoming 
commission where the present rates had 
resulted in a net loss for the preceding 
year owing to the increased cost of gas, 
materials, wages, and taxes. The new 
rates would yield a return of 3.84 per 


cent. 
Although utility rate making is es 
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in Natural Gas Rate Case 


sentially a legislative function, authority 
to determine the justness and reasonable- 
ness of rates had been delegated by the 
legislature to the commission, with a 
wide latitude. The commission was un- 
der no legal obligation to employ of 
follow a given formula and was not re- 
quired to make any specific findings of 
fact. But in fairness to the utilities sub- 
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ject to regulation, and the courts called 
upon to review the orders, the commis- 
sion felt it should set forth in its opinion 
the standard used in determining the 
reasonableness of rates. 

Net investment cost was approved as 
the measure of value to be used in fixing 
the rate base. After describing this rate 
base as consisting of the original cost less 
depreciation, plus an allowance for cash 
working capital, its use was justified with 
this comment : 

We think it is fair to both the pa- 


trons of a utility and its investors, be- 
cause it is practical and easily under- 


stood ; because it is used by other regu- 
latory bodies, not otherwise bound by 
statute ; and finally because it has been 
approved by the courts, 


The working capital allowance was 
sufficient to cover the company’s cash 
needs for a 45-day period, and equaled 
one-eighth of annual operating expenses, 
excluding taxes, interest, and deprecia- 
tion. A depreciation allowance of 3 per 
cent on a straight-line basis was deemed 
fair and reasonable. Re Northern Utili- 
ties Co. Docket No. 9146, Sub 1, July 17, 
1953. 


e 
Thou Hast Appealed unto ICC, unto ICC Shalt Thou Go 


MOST vicious practice in utility regu- 

lation has sprung into being, said 
the New York commission, which, if not 
checked, affords great danger to all cus- 
tomers of utility service everywhere. The 
commission referred to the practice of 
taking advantage of the uncertain lines 
of demarcation between Federal and 
state jurisdiction and playing the state 
regulatory body against the Federal in 
an attempt to secure the forum deemed 
most advantageous. 

A railroad had applied to the state 
commission for permission to change the 
form and period of its commutation 
tickets. Previously, a petition had been 
filed with the ICC for a rate increase and 
a request of the state commission to dis- 
miss the case had been denied, In com- 
menting upon these two revenue pro- 
ceedings, which involved the same type 
of passengers, one in a state and one in 
a Federal forum, the commission said: 


_ The Interstate Commerce Commis- 
sion asserts its right to fix the amount 
of fares. We are asked to pass on the 
form of tickets. No division of respon- 
sibility could be more absurd. Good 
government requires that responsi- 
bility and power go hand in hand. No 
regulatory body should be asked to 
assert jurisdiction so shadowy or illu- 
sive that it cannot protect the public. 
The proposal of divided responsibility 
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is a concept worthy of the traditional 
Philadelphia lawyer and can serve no 
purpose except to confuse the public 
and bring the regulatory processes into 
disrepute. 


The commission held the application 
in abeyance, to await a determination by 
the courts whether the ICC or the state 
commission had jurisdiction in the first 
instance, The alternatives were stated as 
follows: 


If it is eventually determined by the 
courts that the Interstate Commerce 
Commission has no jurisdiction to fix 
commuters’ fares in the first instance, 
then this commission must act upon 
the pending application upon its merits. 
If, however, we are not upheld in 
our position and the courts hold that 
the Interstate Commerce Commission 
may, even in the first instance, fix the 
level of intrastate commuters’ fares, 
then it follows that good regulation re- 
quires that that commission likewise 
fix the form of the tickets which also 
may have a substantial effect on the 
revenues of the company. 

The law of the case can then be cited 
from Holy Writ: “Hast thou appealed 
unto Caesar? unto Caesar shalt thou 
go.” 

Re Long Island Railroad, Case 16287, 
May 26, 1953. 
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CAB’s Power to Solve Employee Seniority Problem on 
Air Carrier Merger Upheld 


Crvit AERONAUTICS Boarp’s order 
integrating and giving effect to 
seniority rights of employees, upon 
merger of two air carriers, and requiring 
the surviving carrier to refrain from 
making any labor contracts in the future 
which would not conform with such or- 
der, was approved by the United States 
Court of Appeals. The board’s jurisdic- 
tion to issue such order was the major 
problem presented. 

The court discussed the board’s gen- 
eral authority to deal with proposed 
mergers and its authority over the trans- 
fer of certificates of public convenience 
and necessity, This power was held broad 
enough to enable the board to approve 
a merger upon such terms and conditions 
as it should find to be just and reason- 
able in the public interest. Although there 
was no express statutory grant of power 
to impose conditions which would lessen 
the adverse impact of the merger upon 
employees, such power was considered 
implicit as one necessary to the per- 
formance of the board’s duty to condi- 
tional approval of a merger. Such power 
had generally dealt with financial pro- 
tection to employees adversely affected. 

The order under attack went beyond 


affording financial protection in that it 
prescribed a seniority list which the sur- 
viving carrier was compelled to adopt. 
The court considered the fact that indus- 
trial strife might arise by reason of a 
dispute between the employees as to how 
a unified seniority list should be drawn. 
The court intimated that since the board 
had the power, if such a dispute de- 
veloped, to order the carriers to follow 
whatever course found necessary and 
appropriate, there was no reason why the 
board could not protect public interest by 
preventing a labor dispute before its in- 
ception. 

For the same reason the board had 
the power to require the employer to 
refrain from making any labor contract 
in the future which would not conform 
to such order. 

Finally, the contestants argued that a 
collective bargaining agreement con- 
flicted with the board’s order. The court 
ruled that a private contract must yield 
to the paramount power of the board to 
approve mergers of air carriers only 
upon such terms as the board determines 
to be just and reasonable and in the pub- 
lic interest. Kent v. Civil Aeronautics 
Board, 204 F2d 263. 


e 
Municipal Water Plant Not Entitled to As High a Return 
As Utility Companies 


Se: Wyoming commission, in chop- 
ping a municipal plant’s proposed 
rate structure in half, explained why a 
municipal plant was not entitled to as 
high a return as a private utility, Rates 
approved would provide a return of ap- 
proximately 4.2 per cent, 

A municipal plant, the commission 
pointed out, is constructed with proceeds 
of bond issues. These bond issues are 
serviced and retired by taxes levied an- 
nually upon property owners within cor- 
porate boundaries. Unlike a private 
utility, there are no stockholders who 
have their savings invested in its plant 
and who expect a reasonable dividend 
thereon. Profits cannot be divided, nor 
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can they be used for other municipal 
functions or for the purpose of reducing 
general municipal taxes. 

A municipal plant is entitled to a profit 
but in an amount not greater than is 
necessary to pay for needed improve- 
ments and replacements to water system, 
feasible extensions thereof, and to pro- 
vide for any probable emergency. 

The commission added that in fixing 
a rate structure, no consideration should 
be given to any apparent discrimination 
existing among taxpayers served and not 
served as to taxes levied to service and 
retire water bonds. Discrimination and 
preferences always arise in connection 
with all municipal improvements and 
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endeavors and benefits therefrom cannot 
be worked out with complete equality. 
The water plant in question never had 
applied for a certificate, There was 
neither a property record showing the 
cost of utility property nor filed annual 
reports of utility operations, A municipal 
plant, like any other utility, said the com- 


mission, should be allowed to create a 
reasonable depreciation reserve. The 
plant was determined to have a probable 
life expectancy of forty years. Deprecia- 
tion of the remainder of its life at the 
rate of 24 per cent per year was allowed. 
Re Town of Pinedale, Docket No, 9233, 
May 27, 1953. 


7d 


Other Important Rulings 


I North Carolina commission, in 
approving a rate increase which 
would afford a telephone company a re- 
turn of 6.5 per cent on a net investment 
rate base, commented that when the com- 
pany had expanded its facilities during 
an inflationary period at the commis- 
sion’s direction, an increase in invest- 
ment and a decrease in rate of return 
resulted. Re Monroe Teleph. Co, Docket 
No, P-36, Sub 6, April 21, 1953. 


An Interstate Commerce Commission 
order establishing joint rates between a 
short-line and trunk-line railroad and di- 
viding such rates so that the short-line 
railroad would be able to continue essen- 
tial operations was considered reasonable 
by a Federal district court. Great North- 
ern R. Co. v, United States (DC Minn 
1953) 111 F Supp 450. 


The Texas Court of Civil Appeals 
ruled that the tariff which established 
switching charges for the movement of 
commodities between points within the 
switching limits of a city and points, ex- 
cept regular stations, within a specified 
distance outside the city was not appli- 
cable between team tracks within the 
switching limits of a city and a nearby 
regular station outside such terminal 
area. Brown v. Missouri-Kansas-Texas 
R. Co. 256 SW2d 135. 


The commission has jurisdiction over 
a municipal water plant’s extraterri- 
torial rates and service, ruled the Ken- 
tucky Court of Appeals, notwithstand- 
ing the commission’s failure to exercise 
such jurisdiction since the passage of 
the act defining commission powers. 
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Louisville Water Co. v. Preston Street 
Road Water Dist. (1953) 256 SW2d 26. 


The Texas Court of Civil Appeals 
ruled that the commission, upon ordering 
increased intrastate freight rates, was 
not required to make a specific finding as 
to the value of the railroad’s property 
devoted exclusively to performing 
freight service when reasonableness of 
the increase, rather than confiscation, 
was an issue. Texas Industrial Traffic 
League et al. v. Railroad Commission et 
al. 255 SW2d 903. 


An electric utility was permitted by 
the Wisconsin commission to connect 
with, and purchase energy from, an elec- 
tric co-operative when it appeared that 
the connection would not impair effi- 
ciency, provide unreasonable capacity, or 
add to the cost of service, and that in- 
creased savings would accrue to the bene- 
fit of the utility. Re Interstate Power Co. 
of Wisconsin, CA-3151, 2-U-4017, July 
6, 1953. 


The Federal Communications Com- 
mission said that an existing radio sta- 
tion, protesting the assignment of a con- 
struction permit for a new station, does 
not qualify as a party in interest within 
the meaning of § 309(c) of the Com- 
munications Act, if it fails to show that 
it will be adversely affected by the as- 
signment, or that it will suffer economic 
injury from the new station’s construc- 
tion by the assignee rather than by the 
party to whom the permit was awarded. 
Re Mid-South Broadcasting Co, File No. 
BAP-178, May 11, 1953. 
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The Indiana commission would not 
approve the sale and transfer of a certifi- 
cate by a motor carrier unless and until 
the carrier surrendered another certifi- 
cate it held which contained duplicate 
operating rights, where the carrier had 
attempted to sell one certificate while 
continuing to operate under the other. 
Re Mills (E. E.) Trucking Co, No. 
2747-A 15, May 8, 1953. 


Proposed telephone rates that would 
yield a return of 5.75 per cent were con- 
sidered reasonable by the Nebraska com- 
mission. Re Cozad Mut, Teleph. Co. Ap- 
plication No. 19379, May 29, 1953. 


The Wisconsin commission disallowed 
income taxes from a gas company’s sale 


of propane bottled gas as an operating 
expense, as such sales were considered 
merchandisin 


Co, 2- U-4004, 


activity. Re Oneida Gas 
July 10, 1953. 


The Wisconsin Supreme Court ruled 
that the assignment of motor carrier op- 
erating rights to a joint-line carrier did 
not authorize such carrier to operate a 
single-line service. Albrent Freight & 
Storage Co. v. Public Service Commis. 
sion, 58 NW 2d 410. 


The Indiana commission decided that 
a municipal water plant’s practice of 
making a separate minimum charge to 
each consumer in buildings having only 
one ineter was discriminatory. Turner v. 
East Gary, No. 23814, June 25, 1953. 
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Willmut Gas & Oil Company et al. 


Vv 


United Gas Pipe Line Company 


Opinion No. 252, Docket No. G-1158 
June 1, 1953 


PPEAL from initial decision of presiding examiner on com- 
vi \ plaint against alleged discrimination in rates of natural gas 
company; decision sustained except as to certain modifications. 


rocedure, § 31.1 — Federal Power Commission — Omission of intermediate de- 
cision. 

1. The Federal Power Commission may not properly entertain a motion 
for the omission of the intermediate decision procedure at a time subsequent 
to the rendition of the initial decision by an examiner, p. 68. 

rocedure, § 31.1 — Federal Power Commission — Cancellation of initial decision. 
2. A motion to cancel and set aside the initial decision of an examiner should 
be denied where exceptions to the initial decision have been timely filed and 
the Commission, under § 8(a) of the Administrative Procedure Act, 5 
USCA § 1007(a), has all the powers it would have in making the initial 
decision, p. 68. 


ommissions, § 48 — Removal of examiner — Bias or prejudice. 

3. A request for the removal of an examiner on the ground that his decision 
is infected with bias and prejudice should be denied by the Federal Power 
Commission when it is not alleged that the applicant company has not had 
a full, fair, and impartial hearing, nor alleged that the examiner displayed 
personal bias or prejudice during the hearing, but the sequence of events 
suggests that a belated and unfounded charge stems merely from the com- 
pany’s dissatisfaction with the result reached by the examiner, p. 68. 


ates, § 13 — Jurisdiction of Federal Power Commission — Intrastate gas sales — 
Unauthorized line changes. 

4. The Federal Power Commission has jurisdiction to regulate rates for 
natural gas sold by a natural gas company, even though the gas is produced, 
transported, and sold within a single state, when by system operational 
changes without Commission authority the natural gas company has physi- 
cally abandoned facilities within the meaning of § 7(b) of the Natural Gas 
Act, 15 USCA § 717f(b), and abandoned interstate service to the customer 
almost completely, p. 69. 


ervice, § 214 — What constitutes abandonment — Interstate gas facilities. 


5. A natural gas company by removing segments of pipelines operated under 
certificates of public convenience and necessity, in order to restrict the flow 
of interstate gas to a customer, thereby physically abandons facilities within 
= meaning of § 7(b) of the Natural Gas Act, 15 USCA § 717f(b), p. 
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Service, § 214 — What constitutes abandonment — Discontinuance of interstate ga; 
service. 

6. Discontinuance of interstate natural gas service rendered by a natur: 
gas company to a customer by means of facilities certificated under the 
Natural Gas Act is an abandonment of service within the meaning oj 
§ 7(b) of the Natural Gas Act, 15 USCA § 717f(b), and this conclusion j 
not affected by the incidental fact that the company has replaced tha 
service by intrastate service in a manner satisfactory to it, p. 69. 

Service, § 215— Duty to continue — Certificate under Natural Gas Act. 
7. A natural gas company, which has applied for and received certificates 
of public convenience and necessity under which it has transported an@ 
sold gas in interstate commerce and used therefor facilities subject to the 
jurisdiction of the Federal Power Commission, is impressed with the 
duty to use those facilities for the transportation and sale of natural gas 
in interstate commerce in a manner specified in the certificate, and this is 
a continuing responsibility until proper authorization for abandonment is 
obtained, p. 72. 

Gas, § 2.1 — Jurisdiction of Federal Power Commission — Unauthorized system 

rearrangements. 

8. The plenary jurisdiction of the Federal Power Commission over the 
sale of gas by a natural gas company is unaffected by unauthorized system 
rearrangements to prevent the delivery of interstate gas to a customer, an 
the quantity of interstate gas delivered under conditions subsequent to suc 
rearrangements is immaterial on the question of Commission jurisdiction, 
p. 74. 

Service, § 7 — Jurisdiction of Federal Power Commission — Restoration of aban 

doned facilities. 

9. The Federal Power Commission has jurisdiction to order a natural gas 
company to restore certificated facilities, abandoned without authorization 
so that full interstate service may be resumed, p. 74. 

Discrimination, § 17 — Natural gas rates — Differential under similar conditions, 
10. The failure by a natural gas company to make gas available to on 
customer at the same rates or charges voluntarily established and mate 
available to another customer is unlawfully discriminatory, in violation 0! 
the provisions of the Natural Gas Act, when the conditions of service até 
substantially similar, p. 76. 

§ 185 — Presumption as to adequacy — Failure to seek increase. 

11. A natural gas company charging one customer a lower rate than another 
customer may be required to charge both customers the same rate, not 
withstanding a claim that the company’s return is inadequate, when the 
company has not, over a period of years, sought an increase in the lowef 
rate, p. 78. 

Reparation, § 10 — Authority of Federal Power Commission. 

12. The Federal Power Commission does not have power under the terms 
of the Natural Gas Act to grant reparations, p. 78. 
Evidence, § 4 — Official notice of orders. 
13. An examiner may take official notice of orders of the Federal Powet 
Commission, p. 79. 
(Draper, Commissioner, dissents.) 
v 
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WILLMUT GAS & OIL CO. v. UNITED GAS P. L. CO. 


APPEARANCES: Garner W. Green, 
Sr, Garner W. Green, Jr., and James 
Simrall, Jr., for Willmut Gas & Oil 
Company ; Honorable Edward J. Cur- 
rie, Mayor, for city of Hattiesburg, 
Mississippi; C. Huffman Lewis, W. 
Scott Wilkinson, Vernon W. Woods, 
\V. O. Crain, and E. J. Freiberg, for 
United Gas Pipe Line Company; 
Louis L. Da Pra, for the staff of the 
Federal Power Commission. 


By the Commission: This matter 
is before the Commission on appeal 
from the initial decision of the pre- 
siding examiner. 

Subject to review by the Commis- 
sion, the examiner found that United 
Gas Pipe Line Company (United) by 
its failure to make natural gas avail- 
ble to Willmut Gas & Oil Company 
(Willmut) at the same rates or charges 
voluntarily established and made avail- 
ble to Mississippi Valley Gas Com- 
aaeany (MVG) and its predecessor, 
Mississippi Power & Light Company 
(MPL), is subjecting Willmut to un- 
due prejudice and disadvantage, and 
is granting undue preference and ad- 
antage to MVG, and that such prac- 
ices by United are unjust, unreason- 
able, unduly discriminatory and pref- 
rential, and unlawful, in violation of 
he provisions of the Natural Gas Act 
(act). Accordingly, he directed Unit- 
td to file rate schedules for all sales 
{natural gas by United to Willmut 
ontaining rates and charges based on 
the rates and charges contained in 
‘nited’s Rate Schedule FPC No. 95, 
Ss supplemented, which became effec- 


tive on July 26, 1947 (6 FPC 982),? 
and under which gas was sold to MPL 
and is now sold to MVG. Also, the 
examiner denied United’s motion to 
dismiss the complaint filed herein by 
Willmut and city of Hattiesburg, Mis- 
sissippi (Hattiesburg). 

The proceeding was initiated by the 
filing of the complaint by Willmut and 
Hattiesburg under §§ 4(b) and 5(a) 
of the act, 15 USCA §§717c(b), 
717d(a), against United. Among 
other things, Willmut and Hatties- 
burg alleged therein that the contract 
rates at which United sells natural gas 
to Willmut are unjust and unreason- 
able and, in addition, unduly discrim- 
inatory and preferential. Complain- 


ants prayed, among other things, that 
the Commission fix just, reasonable, 
nondiscriminatory, and nonpreferen- 
tial rates for gas delivered by United 


to Willmut during the period January 
1, 1940, “until final hearing,” award 
reparations accordingly, and fix for 
the future a rate at which Willmut may 
purchase gas from United. In its 
answer, United moved that the com- 
plaint be dismissed on the grounds 
that, with the exception of deliveries 
made in East Jackson, Mississippi, 
“the natural gas delivered and sold 
to Willmut has been and is now wholly 
produced, transported, and consumed 
within the state of Mississippi” and 
hence beyond the reach of the act. In 
addition, United denied the alleged 
discrimination; asserted that its re- 
turn is less than a just and reasonable 
return and that its deficiency in earn- 





| Official notice is taken that the rate sched- 
lle has been superseded by Rate Schedules 
DC-3], G-3J, IND-1J, and IND-2J set forth 
in United’s FPC Gas Tariff, Original Volume 
0. 1, which rate schedules, among others, 
‘ere permitted to become effective as of Au- 


gust 3, 1952. The contract, which was Rate 
Schedule FPC No. 95, has been retained as a 
service agreement under the tariff, pursuant 
to the applicable provisions of the Commis- 
sion’s regulations under the act. 
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ings will increase in subsequent years ; 
and contended that the Commission 
is without authority under the act to 
award reparations. 

A public hearing upon the complaint 
and answer was held in May, 1952, 
and after the filing of briefs and oral 
argument before the examiner, the in- 
itial decision was served upon the par- 
ties. Exceptions thereto were filed by 
United, Willmut, and counsel for the 
staff of the Commission. Thereafter, 
oral argument was heard by the Com- 
mission on the matters and issues 
raised by the exceptions. 

Together with its numerous excep- 
tions, United filed a motion request- 
ing the Commission (1) to cancel and 
set aside the decision, (2) to remove 
the examiner in this matter, appoint 
another examiner to consider the rec- 
ord and determine the issues involved, 


or (3), in the alternative, to omit the 
intermediate decision procedure and 
decision and set this matter for argu- 
ment to and decision by the Commis- 


sion. Also United requested that, if 
the motion is not granted, the matters 
submitted in support thereof be treated 
as an exception to the decision. 


Motion to Cancel the 
Initial Decision 


[1,2] We consider first United’s 
motion to cancel the decision and for 
other relief. Patently, the Commis- 
sion may not properly entertain a mo- 
tion for the omission of the interme- 
diate decision procedure at a time sub- 
sequent to the rendition of the initial 
decision. In the first place, the mo- 
tion is not timely within the purview 
of § 1.30(c)(3) of the Commission’s 
Rules of Practice and Procedure. 
Moreover, no useful purpose would 
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be served by the waiver of the initia] 
decision procedure under these cir. 
cumstances. The motion to cancel and 
set aside the initial decision is subjec; 
to similar defects. Under § 8(a) of 
the Administrative Procedure Act, § 
USCA § 1007(a), as implemented by 
§ 1.30(d) (3) of our Rules, the initia 
decision, in the absence of either an 
appeal to the Commission or review 
upon our motion within the time pro- 
vided by the Rules, without further 
proceeding then becomes our final de. 
cision. Where, as here, exceptions to 
the initial decision have been timely 
filed, §8(a) of the Administrative 
Procedure Act makes it clear that we 
have all the powers we would have in 
making the initial decision. We te 
tain complete freedom of decision as 
though we had heard the evidence our- 
selves. To that end, we may affirm, 
modify, or set aside the initial de. 
cision in whole or in part. Orderly 
procedure obviously requires _ that 
United, if it deems itself adversely af- 
fected by the initial decision, seek re- 
dress through exceptions filed pursuant 
to § 1.31 of the Rules. 

[3] We find no warrant whatever 
in the record for United’s request for 
the removal of the examiner or for 
its charge that the decision is “i- 
fected with bias and prejudice.” Pre- 
liminarily, we note that United does 
not allege that it has not had a full, 
fair, and impartial hearing. Nor does 
it allege that the examiner displayed 
personal bias or prejudice, either 
against United or in favor of the op- 
posite party, during the hearing by 
reason of which the examiner is ut 
able to exercise impartially his func- 
tions in the case. It may be presumed 
that, if such personal bias or prejudice 
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had occurred, United would have filed 
a timely and sufficient affidavit pur- 
suant to §7 of the Administrative 
Procedure Act, 5 USCA § 1006, for 
the examiner’s disqualification. It 
may correspondingly be presumed 
that United would not have requested, 
as it did, oral argument before the ex- 
aminer. The sequence of events sug- 
gests that this belated and unfounded 
charge stems merely from United’s dis- 
satisfaction with the result reached by 
the examiner. 

We are satisfied that all parties were 
afforded a full and fair hearing. We 
specifically find, upon careful consid- 
eration of the entire record, that the 
examiner conducted the hearing in a 
strictly impartial manner and wholly 
in accord with all the requirements of 
fundamental law as well as the Admin- 
istrative Procedure Act. Likewise, an 


objective reading of the decision dis- 
closes that it is free of bias and prej- 


udice. In view of the foregoing, the 
motion of United should be denied as 
hereinafter ordered. 


The Issues 


We turn next to a consideration of 
the exceptions filed. In the main, they 
pose the same issues previously raised 
in the proceeding and which have been 
fairly and fully stated by examiner. 
First, is United’s sale of natural gas 
to Willmut “in interstate commerce” 
so as to be subject to regulation under 
the act? Second, is United unduly 
discriminating against Willmut by 
charging MPL (now MVG) a rate 
of 17.5 cents per thousand cubic feet 
lor domestic gas while at the same 
time exacting a 25-cent rate for such 
gas from Willmut? Third, does the 
Commission have power to award rep- 


arations? Fourth, does the Commis- 
sion have the power to make findings 
as to the lawfulness of past rates? 
These, we shall treat in the order 
stated. 

The facts are largely without dis- 
pute. The examiner has included in 
the decision a full and fair statement 
of the relevant facts involved. We 
shall allude from time to time to 
the facts to the extent necessary to 
pass upon the exceptions. 

United is a “natural-gas company” 
within the meaning of the act. It is 
engaged in the transportation and sale 
for resale of natural gas in interstate 
commerce. It transports by means of 
its integrated pipeline system natural 
gas produced from fields in Texas, 
Louisiana, and Mississippi and deliv- 
ers and sells it to industrials, other 
pipelines, and distribution companies, 
including Willmut, in the foregoing 
states and also in Alabama and Flor- 
ida. It is a holder of numerous cer- 
tificates of public convenience and 
necessity granted by the Commission 
under the terms of § 7 of the [ Natural 
Gas] act, 15 USCA § 717f, authoriz- 
ing those activities subject to regula- 
tion by the Commission. One of the 
certificates, granted at Docket No. 
G-478 in 1943 (3 FPC 551), au- 
thorized United to acquire from Will- 
mut and operate the Jackson-Hatties- 
burg line as an integral part of its 
natural gas pipeline system. 


Jurisdiction 


[4-6] The jurisdictional dispute 
here is whether United’s sale to Will- 
mut is now and has been since Feb- 
ruary 6, 1947, regulable by the Com- 
mission. The examiner found that 
the sale is not removed from our juris- 
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diction by the circumstances under 
which it is now made. Firstly, the 
examiner found that United made cer- 
tain system operational changes with- 
out the permission of the Commission 
required by § 7(b), and, therefore, has 
failed to remove itself from regulation 
under the act. Secondly, he held that 
the relatively small amount of inter- 
state gas involved since that date is no 
bar to Commission regulation. Third- 
ly, he pointed out that the present plan 
of operation for the Jackson-Hatties- 
burg line shows that it is not to be 
regarded as an isolated segment, sep- 
arate and distinct from United’s trans- 
mission network, but rather as an in- 
tegral part of such network. For all 
these reasons, he concluded the Com- 
mission is empowered to regulate the 
rate for the Willmut sale. 

United concedes that, until Febru- 


ary 6, 1947, the sale made to Willmut 
from the Jackson-Hattiesburg line was 
regulable by the Commission. It chal- 
lenges the jurisdiction of the Commis- 


sion since that date. Its challenge is 
predicated upon an assertion that the 
gas transported through the Jackson- 
Hattiesburg line is produced, trans- 
ported, and sold within the state of 
Mississippi, and the contention that the 
system operational changes made by 
United do not constitute an abandon- 
ment of service or facilities within the 
meaning of §7(b). We do not agree. 
We find no support for the contention, 
either in the plain words of the statute 
or in its legislative history. 

Prior to February 6, 1947, United 
delivered and sold to Willmut natural 
gas produced primarily from fields in 
Texas and Louisiana and brought into 
Mississippi and to Willmut by means 
of United’s certificated Sterlington- 
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Jackson 18-inch, Jackson-Mobile 16. 
inch, Bogalusa 10-inch, and the Jack- 
son-Hattiesburg 8-inch pipelines. In 
1947, United commenced to take gas 
from the Gwinville Field, which is |o- 
cated in Mississippi midway between 
Jackson and Hattiesburg, over a cer- 
tificated 12-inch pipe extending east- 
erly from the field to the Jackson-Hat- 
tiesburg and Jackson-Mobile lines, 
which run parallel to each other. The 
Gwinville tie-line was certificated in 
1946 at Docket No. G-724 (5 FPC 
628). 

The following are the system opera- 
tional changes made by United for the 
avowed purpose of restricting the pas- 
sage to Willmut through the Hatties- 
burg-Jackson line of intrastate gas 
only, for which changes it neither 
sought nor obtained Commission ap- 
proval. It caused check valves to be 
installed and so locked as to obstruct 
the flow of interstate gas from the 
Jackson-Mobile line to the Jackson- 
Hattiesburg line by the means of 
the then newly constructed Gwin- 
ville tie-line. It inserted a_ solid 
steel blind plate in the orifice flange 
of the meter station at the con- 
nection of the Bogalusa and Jack- 
son-Hattiesburg lines, preventing 
thereby the passage to Willmut of gas 
from southeastern Louisiana. It sev- 
ered and removed the connection be- 
tween the Jackson-Hattiesburg line 
and Jackson compressor station, pre- 
venting the flow to Willmut of gas 
purchased in Texas and Louisiana and 
transported to it by means of the Ster- 
lington-Jackson and Jackson-Mobile 
lines. It further severed and removed 
the connection between the Jackson- 
Hattiesburg and the Sterlington-Jack- 
son lines at a point a few miles west 
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of the Jackson compressor station, 
which was used when Willmut first 
commenced to take interstate gas from 
United in 1940. When United ac- 
quired the Jackson-Hattiesburg line 
in 1943 and installed the connecting 
link with the Jackson-Mobile line near 
the compressor station, the connection 
was used for emergency purposes until 
its severance. As a result of the fore- 
going installations, severances, and 
removals, all accomplished without the 
permission of the Commission first 
had and obtained, United effected a 
discontinuance of the flow of interstate 
gas from the Jackson-Mobile line into 
the Jackson-Hattiesburg line except 
through the connecting link or near 
the southern terminus of the latter line. 
Only a relatively small amount of in- 
terstate gas has flowed into such line 
through the link since February 6, 
1947, 

We hold that by its removal of seg- 
ments of pipelines operated under cer- 
tificates of public convenience and ne- 
cessity United has physically aban- 
doned facilities within the meaning of 
the plain words of §7(b). The sec- 
tion prohibits a natural gas company 
from abandoning “all or any portion 
of its facilities subject to the jurisdic- 
tion of the Commission. .” Un- 
questionably the segments of pipelines 
are “facilities” within the meaning of 
the section. There can be no doubt 
that these segments, at the time of 
their severance and removal, were 
“subject to the jurisdiction of the 
Commission” within the meaning of 
the section. These conclusions are 
fortified by the legislative history of 
$7(b), particularly the failure of 
adoption of an industry amendment 
designed to give natural gas com- 


panies “the right to make temporary 
abandonments, changes in equipment, 
substitution of pipelines, and short-dis- 
tances and loops” without the consent 
of the Commission under § 7(b) 
where no effect on service would re- 
sult (House Hearings on H. R. 4008, 
75th Cong. Ist Sess. p. 127). Failure 
of United to secure permission for the 
foregoing severances and removals in 
the face of the mandatory provisions 
of §7(b) precludes it from validly 
asserting that it has negated the Com- 
mission’s jurisdiction over the Will- 
mut sale. 

We further hold that United’s dis- 
continuance of interstate natural gas 
service rendered to Willmut by means 
of certificated facilities, including those 
which it removed or which it disabled 
from performing the operations for 
which certificates were issued, by the 
installation of check valves, a blind 
plate, and other contrivances, is an 
abandonment of service within the 
meaning of the plain words of § 7(b). 
And this conclusion is not affected by 
the incidental fact that United has 
replaced that service by intrastate serv- 
ice in a manner satisfactory to it. 
For § 7(b) also prohibits a natural gas 
company from abandoning “any serv- 
ice rendered by means of” facilities 
subject to the Commission’s jurisdic- 
tion. 

But for the foregoing installations, 
severances, and removals, United to- 
day would undoubtedly be rendering 
interstate service to Willmut in ac- 
cordance with the terms and provi- 
sions of its certificate at Docket No. 
G-478 (3 FPC 551). Plainly, Unit- 
ed has abandoned interstate service to 
Willmut almost completely. A reduc- 
tion in interstate service by the in- 
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stallation of controls being an aban- 
donment of service within the meaning 
of §7(b), as the United States court 
of appeals for the sixth circuit said in 
Panhandle Eastern Pipe Line Co. v. 
Michigan Consol. Gas Co. (1949) 85 
PUR NS 508, 177 F2d 942, 945, 
a fortiori, an almost complete cessa- 
tion of interstate service is an aban- 
donment. 

This principle is equally true wheth- 
er the abandonment is effected by a 
severance of facilities or by manipula- 
tion of valves. 

The legislative history of § 7(b) 
includes a recognition that one of the 
purposes of the section was to forbid 
a company, once embarked upon inter- 
state operation, to change its mind 
and become an intrastate operator ex- 
cept after proceedings contemplated by 
the section. (House Hearings on H. 
R. 5423, 74th Cong. Ist Sess. pp. 
437, 438). 

Whatever freedom United may have 
had prior to the passage of the act 
to switch from interstate to intrastate 
service vanished when it became sub- 
ject to regulation by this Commission 
and when it applied for and received 
certificates of public convenience and 
necessity under which it transported 
and sold gas in interstate commerce 
and used therefor facilities subject to 
the jurisdiction of the Commission. 

[7] An examination of the duties 
voluntarily undertaken by United 
when it initiated operations authorized 
by certificates of public convenience 
and necessity further fortifies this con- 
clusion. Whatever its duties may 
have been prior to operations under 
the G-478 certificate, it is amply clear 
that, once United acquired the Jack- 
son-Hattiesburg line from Willmut 
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and commenced operating it as an 
integral part of its transmission net- 
work, there was impressed upon Unit. 
ed the duty to use those facilities for 
the transportation and sale of natural 
gas in interstate commerce in the man- 
ner specified in the certificate. This 
is of course a continuing responsibility 
until proper authorization for aban- 
donment is obtained. And it is a 
corollary of United’s acceptance and 
enjoyment of the privileges granted by 
the Commission under the act. 

Effective administration of the pro- 
visions of the act requires that the 
Commission insist on proper discharge 
of those duties. If departure there- 
from becomes necessary, United may 
so show as required by §7(b). Oth- 
erwise, the fundamental purpose of the 
act to protect ultimate consumers 
served by certificated facilities is 
frustrated. 

Under the provisions of §7(b) a 
natural gas company may apply to the 
Commission for permission to aban- 
don facilities or service subject to its 
jurisdiction. After due hearing, the 
Commission may grant such permis- 
sion but only if it finds that the avail- 
able supply of natural gas is depleted 
to the extent that the continuance of 
service is unwarranted, or that the 
present or future public convenience 
and necessity permit such abandonr- 
ment. Here, instead of following the 
prescribed procedure, United wrong- 
fully arrogated unto itself the basic de- 
cision. (Cf. Pennsylvania Water & 
Power Co. v. Federal Power Com- 
mission [1952] 343 US 414, 423, 
424, 96 L ed 1042, 94 PUR NS 1, 
72 S Ct 843.) As was said by the 
Kansas supreme court in State ex 
rel. Public Utilities Commission v. 
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Missouri, K. & T. R. Co. 117 Kan 
651, PUR1925C 761, 764, 232 Pac 
1038, 1039: “In no event may public 
utilities arrogate the right to determine 
for themselves the function and powers 
conferred upon the Commission.” Nor 
does the failure of United to secure 
permission for the abandonment of 
interstate, even though it substituted 
intrastate, natural gas service nullify 
the Commission’s jurisdiction over 
the Willmut sale. 

United seeks support for its position 
fom language in Re Connecticut 
Light & P. Co. (1947) Docket No. 
IT-5665, 6 FPC 104. But there, 
prior to the effective date of the Fed- 
eral Power Act, the company, for the 
avowed purpose of avoiding antici- 
pated Federal regulation, severed in- 
terstate connections and discontinued 
its one interstate sale for resale. Here, 
United, after the effective date of the 
Natural Gas Act, submitted itself to 
regulation thereunder. 

Secondly, the Federal Power Act 
does not contain the certificate provi- 
sions found in the Natural Gas Act. 
More specifically, it contains no sec- 
tion similar to § 7(b). 

United concedes that it made the 
system operational changes without 
filing a “formal petition” for abandon- 
ment. But it argues that it “formally” 
advised the Commission of these 
changes by its letter of September 10, 
1946, filed at Docket No. G-708. 
United seems to think the letter sanc- 
tioned the system rearrangements. 
The claim is palpably invalid. 

It is predicated upon the following 
circumstances: Early in 1946 United 
filed an application for a certificate at 
Docket No. G-708 authorizing the 
extension of the Jackson-Hattiesburg 


line from the Jackson compressor sta- 
tion to Philadelphia, Mississippi. Sub- 
sequently, United filed a motion to 
withdraw the application for the rea- 
son it had concluded that the commu- 
nities along the Philadelphia extension 
would be served with Mississippi gas. 
It said in its motion that before com- 
mencing construction it would advise 
the Commission how the aforesaid 
service would be provided. After the 
application had been permitted to be 
withdrawn, United transmitted to the 
Commission the letter of September 
10th. 

It is to be observed that nowhere 
in the letter did United state that it 
proposed to sever the G—478 facilities. 
Nor did it mention a proposal to seal 
off the flow of interstate gas from the 
Bogalusa line. No mention was made 
that it proposed to sever the Sterling- 
ton-Jackson line from the Jackson- 
Hattiesburg line at a point a few 
miles west of the compressor station. 
The letter stated that the Philadelphia 
extension would be connected to the 
Jackson-Hattiesburg line at the Jack- 
son compressor station. The changes 
referred to were characterized by Unit- 
ed as “minor construction changes.” 
In conclusion, United said _ that 
after such construction “it will be 
physically impossible for any interstate 
natural gas to move through the pro- 
posed 6-inch line extending to Phila- 
delphia.” No suggestion was made 
that Willmut would not be served with 
interstate gas. In fact, no mention 
is made at all of service to Willmut. 


In any event, it is clear that United 
did not in that letter seek Commission 
approval for the acts described therein. 
Nor might it or was it construed to 
be an application under §7(b) for 
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permission to abandon. Furthermore, 
there is a fatal absence of the hearing 
and findings mandatory under that 
section. As we said in 1942 in Re 
United Gas Pipe Line Co. Docket No. 
G-216, 3 FPC 3, 9: 

"4 nor would United be 
justified in assuming that, in the face 
of the mandatory provisions of § 7(b) 
of the act, either (a) the facilities, or 
(b) the service rendered by means of 
such facilities could be abandoned in 
the absence of approval of the Com- 
mission, after a hearing or hearings, 
and the production of requisite evi- 
dence justifying the finding or find- 
ings prescribed by said section. Re 


Seaboard Air Line R. Co. (1934) 202 
Inters Com Rep 543, 553.” 

The case of Re United Gas Pipe 
Line Co. (1948) Docket No. G—556, 


7 FPC 646, cited by United, is not 
in point. There, we merely dismissed 
United’s application for a certificate 
upon motion by United. In contrast 
to the situation here, United had not 
there embarked upon the transporta- 
tion and sale of natural gas in inter- 
state commerce pursuant to a certifi- 
cate issued after due notice and hear- 
ing. 

Turning to another point, United 
misreads into the examiner’s decision 
a purpose to extend the jurisdiction of 
the Commission to the production and 
gathering of natural gas contrary to 
§1(b). No such inference can be 
reasonably drawn from the decision. 
The examiner deals with facilities 
used in the transportation of natural 
gas in interstate commerce and the 
sale of natural gas to Willmut in in- 
terstate commerce for resale for ulti- 
mate public consumption. Those ac- 
tivities are clearly within the ambit 
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of the Commission’s jurisdiction ex- 
pressly granted by the act. And that 
grant is of course not nullified by 
United’s wrongful acts. 

United excepts to the finding of the 
examiner that the small amount of 
natural gas which has flowed into the 
Jackson-Hattiesburg line from the 
Jackson-Mobile line since February 6, 
1947, is no bar to Federal regulation. 

[8] As we have seen, United con- 
ceded that the sale to Willmut was 
one “in interstate commerce” for re- 
sale and subject to regulation prior to 
that date. The circumstance that only 
a relatively small amount of gas has 
moved in the line since then is a direct 
consequence of the system rearrange- 
ments made by United without the 
permission required by §$7(b). The 
Commission’s plenary jurisdiction 
over the Willmut sale is unaffected by 
those unauthorized system rearrange- 
ments. The quantity of interstate gas 
delivered under presently existing con- 
ditions is therefore immaterial. In 
any event, as Pennsylvania Water & 
Power Co. v. Federal Power Com- 
mission (1952) 343 US 414, 9% 
L ed 1042, 94 PUR NS 1, 72 SCt 
843, cited by the examiner, holds, 
Federal rate authority applies to all 
electricity sold despite the fact that it 
is made up of interstate energy, to- 
gether with that locally produced. 

[9] We turn next to staff counsel’s 
exception to the examiner’s failure to 
require United to restore the facilities 
so that full interstate service to Will- 
mut may be resumed. The contention 
is made that there is ample authority 
within the framework of the act for 
the Commission so to order. Coun- 
sel points to the examiner’s assertion 
that United’s unauthorized rearrange 
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ment of its system operations may be 
corrected by order of the Commission 
directing the establishment of system 
operations existing prior to February 
6, 1947. The examiner stated that 
power to take such action is granted 
by the provisions of § 16 of act, 15 
USCA § 7170, authorizing the Com- 
mission to perform any act and to is- 
sue any order which it may find neces- 
sary Or appropriate to carry out the 
provisions of the act. It is plain, 
however, that § 16 does not grant the 
Commission any power to issue an 
order which does not have its genesis 
elsewhere in the act (cf. Federal Power 
Commission v. Panhandle Eastern 
Pipe Line Co. [1949] 337 US 498, 
508, 93 L ed 1499, 81 PUR NS 161, 
69 S Ct 1251). 

Turning to the act we find that 
$$ 4(b) and 5(a) grant the Commis- 
sion power to regulate interstate serv- 
ice (Michigan-Consol. Gas Co. v. Pan- 
handle Eastern Pipe Line Co. [CA 
6th 1949] 80 PUR NS 448, 173 
F2d 784, 789). Section 7(e) grants 
the Commission power to issue certifi- 
cates of public convenience and neces- 
sity to any qualified applicant therefor, 
if it is found that the applicant is able 
and willing properly to do the acts and 
to perform the service proposed and 
to conform to the provisions of the 
act and the requirements, rules, and 
regulations of the Commission there- 
under; and that the proposed service, 
sale, operation, construction, exten- 
sion, or acquisition, to the extent au- 
thorized by the certificate, is or will 
be required by the present or future 
public convenience and _ necessity. 
That section also grants the Commis- 
sion power to attach terms and condi- 
tions to the issuance of the certificate 


and to the exercise of the rights grant- 
ed thereunder. Section 7(b), as we 
have seen, prohibits the abandonment 
of interstate facilities or service. And 
this prohibition plainly requires a con- 
tinuation of service until abandon- 
ment is authorized. Finally, § 16 au- 
thorizes the Commission to do all acts 
reasonably necessary and fairly appro- 
priate to make the grant of these pow- 
ers, which Congress has expressly con- 
ferred upon the Commission, fully ef- 
ficacious (Colorado Interstate Gas 
Co. v. Federal Power Commission 
[CCA10th 1944] 54 PUR NS 1, 
142 F2d 943, 952). Otherwise, these 
provisions, which are integral parts of 
the broad and comprehensive scheme 
provided by the act for the regulation 
of the wholesale distribution to pub- 
lic service companies of gas moving in 
interstate commerce, would be de- 


prived of significant meaning. 

It must also be remembered that 
when the Commission granted United 
the G-—478 certificate, it found that 
the acquisition and operation proposed 
was required by the public convenience 


and necessity. Also, the Commission 
found that United was “able and will- 
ing’ properly to do the acts and 
perform the service proposed, and to 
conform to the provisions of the act 
and the regulations of the Commission. 
By its initiation of service authorized 
by the certificate United undertook the 
duty of continuing to perform the serv- 
ice and of satisfying the demands of 
the public convenience and necessity. 
And until and unless a satisfactory 
showing is made pursuant to the pro- 
visions of §7(b) that the available 
supply of natural gas is depleted to the 
extent that the continuance of such 
service is unwarranted, or that the 
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present or future public convenience 
and necessity permit United to lay 
aside that obligation so voluntarily 
assumed, that duty must continue to be 
discharged. 

Against the background of the par- 
ticular grant of powers noted and the 
duties voluntarily assumed by United 
when it initiated service under the 
G-478 certificate, § 16, as a necessary 
corollary, authorizes the Commission 
to order restoration of the certificated 
facilities and the resumption of the 
certificated service which United aban- 
doned without the approval of the 
Commission. 

It may be noted that the evidence 
shows that the facilities may be re- 
stored in a matter of hours. Also, as 
one of the largest natural gas com- 
panies, United would presumably 
have no financial difficulties in making 
such restoration. 

In view of all of the foregoing, we 
shall require United to restore the 
certificated facilities and interstate 
service abandonment of which has 
never been authorized, as hereinafter 
ordered. 


Discrimination 


[10] After careful consideration of 
the entire record, we find no reason to 
depart from the examiner’s finding 
that, by its failure without lawful 
justification to make natural gas avail- 
able to Willmut at the same rates or 
charges voluntarily established and 
made available to MVG and its prede- 
cessor, MPL, United is unlawfully 
subjecting Willmut to undue prejudice 
and disadvantage; and unlawfully 


granting undue preference and ad- 
vantage to MVG; and that such prac. 
tices by United are unjust, unreason- 
able, unduly discriminatory and pref- 
erential, and unlawful, in violation of 
the provisions of the act. The evi- 
dence conclusively demonstrates that 
United is unduly discriminating 
against Willmut by charging MPL 
(now MVG) a rate of 17.5 cents per 
thousand cubic feet for domestic gas 
under its Rate Schedule FPC No. 95 
while at the same time exacting a 25- 
cent rate for such gas from Willmut 
under its Rate Schedule FPC No. 73? 

In passing, we note that the exam- 
iner has not, as United contends, mis- 
represented the contentions of Willmut 
and Hattiesburg. Plainly, this part of 
the proceeding is a “discrimination 
case.” Complainants plead undue dis- 
crimination. Alleged discrimination 
has been denied by United. And we 
are satisfied that undue discrimination 
has been shown to exist. 

Numerous of United’s rate sched- 
ules in the Jackson rate zone are of 
record. The Jackson rate zone em- 
braces the territory from the Missis- 
sippi river east to Pensacola, Florida, 
but excluding the New Orleans area. 
It includes Jackson, Mississippi; Mo- 
bile, Alabama ; and Pensacola, Florida. 
The city-gate rates prescribed in such 
schedules are applicable to the sale and 
delivery of natural gas for resale for 
domestic and commercial use only. 
With respect to the sale for resale 
of gas for industrial use, the evi- 
dence shows that United custom- 
arily entered into certain percentage 
arrangements with each distributor. 





2 Official notice is also taken that in 1952 
United filed a proposed notice of cancellation 
of that portion of this rate schedule relating 
to the sale of natural gas to Willmut except 
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at East Jackson. The proposed notice was 
suspended, along with other matters, at Docket 
No. G-2019 by order of the Commission 
issued August 1, 1952. 
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We are concerned here with the dis- 
crimination shown in the rates for re- 
sale of gas for domestic purposes be- 
tween Willmut and MVG. Such gas 
will be identified here as ‘‘domestic 


” 


gas. 
An unreasonable difference in rates 


for domestic gas under substantially 
similar conditions of service has been 
shown. Willmut and MVG are both 
located in United’s Jackson rate zone, 
“a stone’s throw” from each other. 
For many years, United extended a 
uniform rate for domestic gas to all 
customers in the zone. In 1947, it 
extended a lower rate to MPL for 
such gas. Discovery of gas in Missis- 
sippi was given as the reason for the 
change, but in fact MPL and later 
MVG at all times here in question 
have been served with interstate gas. 
At the time of the change, United 


recognized that the rate voluntarily 
extended to MPL was lower than its 
other rates for “similar service in the 
same territory,” a recognition adverted 


to by the examiner. Both Willmut 
and MVG are in the same class, whole- 
sale customers of United purchasing 
gas for resale. United classifies them 
as town-border customers. Admittedly, 
they are located in the same territory. 
The domestic-gas service rendered to 
them admittedly is similar. The cities 
and towns served by them are similar, 
except for differences of population. 
There is a substantial similarity of 
conditions under which Willmut and 
MVG receive natural gas. Thus, 
there is a close similarity between them 
with respect to the pressure at which 
gas is delivered, seasonal characteris- 
ties thereof, load factor, facilities uti- 
lized in serving them, type of metering 
facilities, and delivery points. Nor is 


there substantial variation in service 
conditions or in the characteristics of 
delivery and sale of domestic gas. 

We are convinced that United has 
not established substantial differences 
in conditions of domestic-gas service 
to Willmut and MVG justifying it to 
require Willmut to pay an approxi- 
mately 50 per cent higher price for 
such gas than is charged MVG. 
There is nothing in the record tend- 
ing to indicate that cost per thousand 
cubic feet to United of transporting 
and delivering domestic gas to Will- 
mut is more than the cost of transport- 
ing and delivering such gas to MVG. 
The differences shown by United do 
not affect our decision that undue dis- 
crimination exists with respect to do- 
mestic-gas service, such as the fact that 
MVG’s consumption is predominantly 
industrial, Willmut’s predominantly 
domestic; that MVG’s over-all load 
factor is higher than Willmut’s; that 
the seasonal characteristics of indus- 
trial gas served is different from that 
of domestic-gas service; and that the 
average unit cost of all gas delivered 
to MVG is not identical to the aver- 
age unit cost of all gas delivered to 
Willmut. The only material differ- 
ence United has established is that it 
sells domestic gas to MVG at a lower 
rate than it sells such gas to Willmut. 


An unreasonable difference in rates 
under substantially similar conditions 
of service constitutes unjust discrim- 
ination. Western U. Teleg. Co. v. 
Call Publishing Co. (1901) 181 US 
92, 45 Led 765, 21 S Ct 561. United 
concedes that, under this definition, 
unjust discrimination exists if Will- 
mut is required to pay a higher price 
for gas under like conditions of serv- 
ice. The premise upon which the 
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right to the same price stands is, as 
the supreme court said, “like condi- 
tions of service.” These conditions 
have been shown. And since “all in- 
dividuals have equal rights both in 
respect to service and charges,” which 
was also said in the Western Union 
Case, the logical consequence is that 
Willmut is entitled to the same rate as 
MVG, as the examiner properly 
found. For United to charge one cus- 
tomer approximately 50 per cent more 
for gas delivered under substantially 
similar conditions is to require such 
customer to pay an unreasonable and 
unduly discriminatory rate. 

[11] It will be recalled that, in 
answer to the complaint, United al- 
leged that its return is less than a 
just and reasonable return and that its 
deficiency in earnings will increase in 
subsequent years. The allegation was 
unsupported by evidence. United also 
asserted that its rates over which the 
Commission has jurisdiction will of 
necessity have to be substantially in- 
creased. At no time subsequent to 
July 26, 1947, the effective date of 
Rate Schedule FPC No. 95, however, 
has United sought an increase in such 
rate. 

We take official notice of the fact 
that in 1952 it filed applications for in- 
creases in rates for sales to five nat- 
ural gas companies and one sale to 
United Gas Corporation, its parent, 
as well as in rates for certain trans- 
portation services. These rates are 
currently effective under bond pending 
decision at Docket Nos. G-—2019 and 
G-2074. But it has not sought to 
exercise its privilege under the act to 
file an increase in the 17.5-cent city- 
gate rate to MVG. 


The supreme court has said that 
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“experience does not indicate tha 
utilities are wont to charge themsely« 
out of business” (Federal Powe 
Commission v. Interstate Nat. Ga; 
Co. [1949] 336 US 577, 582, 93 L e 
895, 79 PUR NS 45, 48, 69 Sq 
775), unless there are ‘extraordinary 
circumstances making submission to 
the loss expedient’? (Dayton Power 
and Light Co. v. Ohio Pub. Utilities 
Commission [1934] 292 US 299, 
312, 78 L ed 1267, 3 PUR NS 279, 
295, 54 S Ct 647), which cases are 
also cited by the examiner. 

Upon consideration of the forego- 
ing, we are of the opinion that the 
17.5 cents per thousand cubic feet rate 
to MVG must be deemed to be just 
and reasonable in the absence of evi- 
dence to the contrary. The examin- 
er’s order that United file rate sched- 
ules for its sale to Willmut containing 
the rates and charges set forth in Rate 
Schedule FPC No. 95, is therefore de- 
termined to be proner and reasonable. 

There is no basis for United’s asser- 
tion that the Commission’s action in 
permitting the 17.5 cents per thousand 
cubic feet rate to become effective re- 
moved the area served by MPL from 
the Jackson rate zone. No such intent 
was expressed in the order. Nor can 
any be implied therefrom, particularly 
in the light of United’s representations 
made to the Commission as to the rea- 
sons for such change. 


Reparations 


[12] The examiner correctly dis- 
posed of the contention of Willmut re- 
lating to reparations. The terms of 
the act and the authorities cited by 
him firmly establish the fact that we 
do not have the power to grant repara- 
tions. 
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Lawfulness of Past Rates 


No substantial reasons have been 
advanced for us to depart from the 
examiner’s finding as to lawfulness of 
past rates. 


Other Matters 


We turn now to the other excep- 
tions filed by United and staff counsel. 

[13] The exception by United to 
references in the initial decision to or- 
ders of the Commission issued subse- 
quent to hearing is not well taken. 
lf an examiner may take official notice 
of reports filed with the Commission 
subsequent to hearing, as was held in 
Wisconsin v. Federal Power Commis- 
sion (1952) — US App DC —, 97 
PUR NS 489, 201 F2d 183, unques- 
tionably he may take notice of orders 
of the Commission itself. 


It seems to us that the examiner did 


not err in concluding that United re- 
arranged its system operations “in an 
effort to avoid Commission regulation 


of the Willmut rate.” That conclu- 
sion may be reasonably inferred from 
the evidence adduced in light of the 
history of relations between United 
and Willmut. No pretense was made 
by United at the hearing that such re- 
arrangement was done to improve op- 
erating conditions or was required by 
any operating exigencies. It was done 
admittedly ‘‘on advice of counsel.” 
United contends now that such rear- 
rangement was necessary to insure the 
passage of intrastate gas to the Phila- 
delphia extension. That circumstance 
was an effect, not the cause, of the 
arrangement. If what is contended 
now were the cause of the arrange- 
ment, no justification for the obstruc- 
tion of the flow of interstate gas to 
Willmut through the Bogalusa line is 
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apparent. In any event, whatever mo- 
tivated United to cause the rearrange- 
ment, whether beneficial or not, can- 
not obviate the necessity for it to 
secure the requisite approval under § 7 
(b). We think, however, that there 
is not an adequate basis for an infer- 
ence that United, by the conduct re- 
flected in this record, intended to 
squeeze Willmut out of the retail gas 
business. References thereto in the 
examiner’s decision should be deleted. 

No prejudicial error is caused 
United by the examiner’s reference to 
letters written by Willmut to the Com- 
mission in 1948. Those portions ap- 
pearing in the initial decision recite 
facts contained in other exhibits ad- 
mitted in evidence in this proceeding. 

The initial decision should be modi- 
fied to show that Willmut commenced 
to take gas from United at a point 
on the Sterlington-Jackson line, a few 
miles west of the Jackson compressor 
station, rather than as inadvertently 
stated by the examiner. The north 
end connection between the Jackson- 
Hattiesburg line and the Jackson-Mo- 
bile line referred to by him was at the 
compressor station, and it was made 
in 1943 subsequent to the issuance of 
the G-478 certificate. 

The Commission, having consid- 
ered the entire record with respect to 
the matters involved and the issues 
presented, including the complaint, the 
answer thereto, the evidence adduced 
at the public hearing, the briefs filed, 
the oral argument before the examin- 
er, his initial decision and exceptions 
thereto, and the oral argument before 
the Commission, further finds: 

(1) The initial decision and accom- 
panying order filed by the presiding 
examiner on November 26, 1952 
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should be modified to conform to the 
views expressed herein and to correct 
the minor errors, and as so modified, 
should be affirmed as the Commis- 
sion’s final decision, as hereinafter 
ordered. 

(2) To the extent that the excep- 
tions filed to such decision are incon- 
sistent with any statement, finding, 
conclusion, or ordering paragraph 
contained herein, such exceptions 
should be denied as hereinafter or- 
dered. 

(3) The motion filed by United on 
December 15, 1952, to cancel and set 
aside the initial decision and for other 
relief should be denied, as hereinafter 
ordered. 

Pursuant to the provisions of the 
Natural Gas Act, particularly §§ 4(b), 
5(a), 7(b), 7(e), 14 and 16, the 
Commission orders: 

(A) The initial decision of the pre- 
siding examiner filed on November 
26, 1952, in this proceeding, as here- 
inafter modified, shall become effective 
as the decision of the Commission as 
of the date of issuance of this order. 

(B) The initial decision be and it 
is hereby modified in its narrative 
parts to conform with our views ex- 
pressed herein and to correct the mi- 
nor errors noted. 

(C) The following finding be and 
it is hereby added to the examiner’s 
decision: 

“(28) It is just and reasonable and 
appropriate in carrying out the provi- 
sions of the Natural Gas Act, that 
United should be required to restore 
and re-establish the facilities and re- 
sume the interstate service as rendered 
to Willmut prior to February 6, 
1947.” 

(D) The following paragraph be 
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and it is hereby added to the orde: 
accompanying the examiner’s dec: 
sion, to be designated as paragrayhfl 
(B) and substituted for the par. 
graph so designated in the decision: 

“(B) Within thirty days after the 
date of issuance of this order Urited 
shall : 

(1) Restore and re-establisk the 
connections which existed prior to 
February 6, 1947, between (a) its 
Jackson-Hattiesburg line and_ its 
Jackson-Mobile line at the Jackson 
Compressor Station, and (b) its 
Jackson-Hattiesburg line and _ the 
Sterlington-Jackson line at a point 
approximately three miles west of the 
aforesaid compressor station; 

(2) Remove the steel (blind) plate 
from the orifice meter flange of the 
meter station located at or near the 
point where its 10-inch Bogalusa line 
connects with its Jackson-Hattiesburg 
line, and restore and re-establish the 
orifice plate which had been removed; 

(3) Make any other appropriate 
and necessary changes in the aforesaid 
facilities, which may be required to 
fully restore and re-establish the facili- 
ties to the arrangement existing prior 


to February 6, 1947; 


(4) Resume the full operation of 
the natural gas transmission pipeline 
facilities authorized, by and in accord- 
ance with the provisions of, the certif- 
icate of public convenience and neces- 
sity granted, by Opinion No. 101 and 
accompanying order entered August 
19, 1943, in Re United Gas Pipe Line 
Co. Docket No. G-478, 3 FPC 551, in 
conjunction with its other natural gas 
transmission pipeline facilities, for the 
transportation and sale for resale of 
natural gas, subject to the jurisdiction 
of the Commission, all as more fully 
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described in its application therein, 
and in the aforesaid Opinion No. 101, 
and accompanying order; and in ac- 
cordance with the provisions of the 
rate schedules required to be filed pur- 
suant to the provisions of paragraph 
(C) hereof; 

(5) Continue the operations of 
such facilities in accordance with the 
provisions of the Natural Gas Act, as 
well as applicable rules, regulations, 
and orders of the Commission there- 
under; and 

(6) Immediately upon completion 
of the acts described in subparagraphs 
(1), (2), and (3), above, and upon 
full resumption of the operation re- 
quired by subparagraph (4), above, 
file with the Commission, in writing 
and under oath, an original and four 
conformed copies, notice of the date 
or dates of such completion and re- 
sumption.” 

(E) Paragraph (B) appearing in 
the examiner’s decision be and it is 
hereby redesignated Paragraph (C). 

(F) To the extent that the excep- 
tions filed by United, Willmut, and 
staff counsel are inconsistent with the 
opinion and order of the Commission 
herein, such exceptions be and the 
same are hereby denied. 

(G) The motion filed by United on 
December 15, 1952, to cancel and set 
aside the initial decision and for other 
relief be and it is hereby denied. 


(H) Nothing contained in this or- 
der is to be construed as a waiver of 
any penalties or sanctions which may 
be imposed pursuant to the provisions 


of the Natural Gas Act against 
United, its agents, or officers, or any 
of them, for any unauthorized action 
disclosed by the record herein. 


[6] 


DraPER, Commissioner, dissenting : 
I regret that I cannot subscribe to the 
opinion of the majority in this case. 
That opinion is based on the premise 
that this Commission has jurisdiction 
to consider and adjudicate certain rate 
questions arising from transactions 
which have been shown to be intra- 
state in character. 

The fact that these transactions 
were formerly interstate is not dis- 
puted. The fact that their conversion 
to an intrastate status by United is a 
fait accomplis is not disputed. The 
fact that this conversion without au- 
thorization from this Commission is 
a violation of §7(b) of the Natural 
Gas Act, 15 USCA §717f(b), is 
affirmatively asserted, yet nowhere is 
it suggested that § 20 of the act, 15 
USCA § 717s, might apply to the situ- 
ation. 

The subject matter of proceedings 
of this nature must be either interstate 
or intrastate. How it came to be so 
cannot affect that basic fact. If there 
is no transportation in interstate com- 
merce and no sale for resale in inter- 
state commerce, there is no jurisdic- 
tion vested in this Commission. The 
apparent theory that violation of $7 
(b) by United converts nonjurisdic- 
tional matters to jurisdictional is one 
I cannot follow. If there is such vio- 
lation, the act prescribes the clear 
course to be taken, and that course, it 
seems to me, is not to ignore the ex- 
isting state of facts by proceeding as 
though the violation had not occurred 
and we were still faced with a situation 
which the record shows to have ended 
in 1947, 

Incidentally, counsel for United 
made the following statement at the 
oral argument: 
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“The examiner declared United’s 
rearrangement of its system operation 
evidenced ‘an effort to avoid Commis- 
sion regulation of the Willmut Rate.’ 
The only evidence on this point in the 
record is United’s unquestioned proof 
that these rearrangements were made 
in order to transport intrastate gas to 
United’s newly constructed ‘Philadel- 
phia extension’ and that the Commis- 
sion was fully advised of the 
changes.”* (Italics supplied.) 

If the Commission had been so ad- 
vised without taking steps under § 20, 
it would almost appear that we had for 
years condoned the acts which the ma- 
jority now seeks to order undone. 

Had United sought and received 
authorization to do the acts which 


1 (Transcript, page 706) 





have made these transactions intra- 
state, I doubt that anyone would main- 
tain that the rate issues could legally 
be considered and decided by this 
Commission. 

I believe that we should be realistic 
and recognize that if a violation has 
occurred appropriate action should be 
instituted under § 20. Further, it is 
my belief that we cannot now deal 
with the merits of these complaints 
against the level of United’s rates. 

With regard to United’s motion to 
set aside the examiner’s decision, to 
omit the intermediate decision pro- 
cedure, etc., I agree that it should be 
dismissed on the grounds stated in the 
majority opinion. 





ILLINOIS APPELLATE COURT, FIRST DISTRICT, FIRST DIVISION 


Colton 


Vv. 


Commonwealth Edison Company et al. 


Gen. No. 45870 
— Ill App —, 111 NE2d 363 
March 9, 1953; rehearing denied April 6, 1953 


iN 


PEAL from decree dismissing complaint against Commission 
and power company to enjoin collection of electric rate 


higher than canceled rate; decree affirmed. 


Appeal and review, § 48 — Rate order — Conclusiveness of Commission action. 
1. The decision whether or not to suspend new electric rates filed by a 
company rests within the administrative discretion of the Commission, and 
if it sees fit, in its discretion, not to suspend the new rates, the court has no 
jurisdiction to substitute its judgment for that of the Commission, p. 86. 


Appeal and review, § 14— Commission orders — Collateral attack. 


2. Claimed defects in Commission procedure, such as the lack of a proper 
hearing, cannot be attacked collaterally, but must be attacked on direct 
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review in a manner provided by statute, where the Commission had juris- 
diction over the parties and the subject matter, p. 86. 


Injunction, § 14— Use of new electric rate — Failure to exhaust administrative 


remedies. 


3. An action by a purchaser of electricity, on behalf of himself and others 
similarly situated, against the Commission and the power company to enjoin 
the use of a rate higher than a canceled rate was dismissed for want of 
jurisdiction, where the customer had failed to exhaust his administrative 
remedies, since to have taken jurisdiction would have been tantamount to 
usurpation by the court of the functions of the Commission, p. 86. 


APPEARANCES: Harry R. Booth 
and Mendelson & Pavia, Chicago, for 
appellant; Isham, Lincoln & Beale, 
Chicago (David F. Taber, Charles D. 
Albright and James P. Dillie, Chicago, 
of counsel), for Commonwealth Edi- 
son Co.; Ivan A. Elliott, Attorney 
General (Milton Mallin, Assistant At- 
torney General, Wilbur S. Legg and 
Harold Bowman, Chicago, of coun- 
sel), for individual appellees. 


FRIEND, PJ.: Plaintiff took a di- 
rect appeal to the supreme court of 
Illinois from an order of the circuit 
court of Cook county dismissing his 
complaint in chancery, filed on his own 
behalf and others alleged to be simi- 
larly situated, wherein he sought in- 
junctive relief against the individual 
members of the Illinois Commerce 
Commission and the Commonwealth 
Edison Company by reason of the can- 
cellation of a rate schedule under 
which he and other users had been 
deprived of their constitutional rights, 
as he alleged, in that the cancellation 
of the order was entered without a 
hearing, without due notice, without 
findings, and without according plain- 
tiff or other users their rights of due 
process under the state and Federal 
Constitutions. 

After the cause was docketed in the 
supreme court, the attorney general, 


on behalf of the Commission, moved 
that the cause be transferred to the 
appellate court for the following rea- 
sons: (1) that the case does not in- 
volve an attack on the validity of any 
statute; (2) that although plaintiff has 
attacked the construction placed on the 
Public Utilities Act, Ill Rev Stat 1951, 
Chap 111%, by the Commission, he 
has not raised any issue involving the 
construction of the Constitution; (3) 
that the chancellor did not rule upon 
any constitutional questions; and (4) 
that no ruling on a constitutional ques- 
tion was preserved in the record for 
review. In support of their motion 
the individual defendants presented 
suggestions and authorities. The mo- 
tion was allowed by the supreme 
court, and the case was transferred 
here for decision, without an opinion. 


It appears that on May 10, 1950, 
the company filed with the Commis- 
sion a revision of Rate 67(A9) under 
which plaintiff was then receiving 


service. The revised rate made no 
change in the charge for service. By 
its terms it was to become effective 
on June 9, 1950, and was to continue 
in effect until January 1, 1951, on 
which date it was to be deemed can- 
celed and of no further effect. Pur- 
suant to the provisions of the Public 
Utilities Act and the rules of the Com- 
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mission, notice of such filing was pub- 
lished, on May 19 and 26, 1950, in a 
newspaper of general circulation. 
Plaintiff had actual notice of such fil- 
ing and of the terms of revision of 
Rate 67(A9). In compliance with 
the provisions of § 36 of the Utilities 
Act the Commission allowed the rate 
revision to become effective, without 
suspension and without a hearing, on 
the expiration of thirty days from the 
time of filing, that is, on June 9, 1950. 
The Commission issued no order what- 
ever in the matter but merely made an 
entry in its minutes showing that it 
was taking no action with respect to 
the rate as filed on May 10, 1950. 
Plaintiff waited until Friday, Decem- 
ber 29, 1950, two days before revised 
Rate 67(A9) became canceled, to file 
his complaint with the Commission, 
but instead of proceeding therewith, 
he abandoned it, and, on February 1, 
1951, instituted suit in the circuit 
court. 

For an understanding of the issues 
involved, it should be stated that in 
1946 the company began a program of 
simplifying its rate structure. On 
May 10, 1950, in keeping with this 
program, it filed with the Commission 
proposed rate schedules canceling five 
special classes of service for commer- 
cial users of electrical energy, thereby 
making all consumers under these 
schedules subject to two existing gen- 
eral rates designated as Rates 5 and 
6, and reducing these two existing 
general rates. The schedules filed on 
May 10, 1950, affected the rates and 
charges to approximately 117,000 cus- 
tomers of the company. Included in 
the clases of service canceled by the 
proposed rate schedules was Rate 67 
(AY) which affected 485 customers of 
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the company, including plaintiff. Ac- 
companying the proposed schedule 
was a statement by a vice president 
of the company explaining the pur- 
pose of the rate changes and their ef- 
fect on the rates of its customers and 
the revenues of the company. From 
this statement it appeared that Rate 
67(A9) was an experimental rate in- 
troduced to promote electrical cooking 
by small commercial customers. Rate 
67(AQ9) required that at least 25 per 
cent of the users’ connected load be 
in cooking or heating equipment. Pe- 
riodic load checks by the company 
were required to police the use of the 
rate. These checks proved to be ex- 
pensive and impractical to administer; 
and as only 485 customers used that 
rate, the promotional aspects were 
shown to have been unsuccessful, both 
as to the customers and the company. 

The company was required by stat- 
ute to give notice of the proposed 
changes by publication in a newspaper 
of general circulation and was re- 
quired by the Commission to give all 
users under Rate 67(A9) individual 
notice of the proposed changes. No 
formal complaints were made to the 
Commission against the contemplated 
changes. The minutes of the Commis- 
sion show that on May 16, 1950, the 
schedules were submitted to the Com- 
mission and that no action was taken 
on them. Accordingly, under the pro- 
visions of § 36 of the Utilities Act, 
the proposed schedules became effec- 
tive thirty days from the date of filing, 
that is, on June 9, 1950. However, 
the schedule by its express terms pro- 
vided that Rate 67(A9) should not 
be eliminated until January 1, 1951, 
approximately six months after the ef- 
fective date. 
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In his petition of December 29, 
1950, before the Commission plaintiff 
alleged that no notice of the freezing 
and cancellation of Rate 67(A9) had 










ur- 
ef- been published in any newspaper of 
ind general circulation and that the elimi- 
om Mnation of Rate 67(A9) was “arbi- 
ate MM trary, illegal, and void,” and he prayed 
in- J that the Commission immediately re- 
ng @Jscind the authorization previously 
ate J granted to the company to cancel and 
er [ climinate Rate 67(A9). A hearing 
be MM on plaintiff’s petition was set for Jan- 
'e- uary 17, 1951, at which time plaintiff 
ny — appeared and stated that he did not 
he # wish a hearing, and he moved instead 
X- for a summary order on his petition, 





whereupon the company requested oral 







ry 

at argument before a ruling was made 
re on plaintiff’s motion. On February 
h 1, 1951, plaintiff filed his original 





complaint in the circuit court of Cook 
county, on February 2, 1951, he ad- 
vised the Commission by registered 
mail that he was withdrawing his peti- 
tion, and on February 13, 1951, he 
fled an amendment to his complaint 
so alleging. In his complaint he 
prayed that the company be enjoined 
from collecting rates higher than those 
provided under Rate 67(A9) from 
plaintiff and other customers who were 
served under that rate prior to Janu- 
ary 1, 1951; that the members of the 
Commission be enjoined “from requir- 
ing the company to serve plaintiff 
rates higher than those provided for 
by the Schedule 67(A9)”’; and that 
the Commission minute entry of May 
10, 1950, be declared null and void. 
The individual members of the 
Commission filed a verified answer to 
the complaint, wherein they set forth 
the following defenses to the jurisdic- 
tion of the court over the subject mat- 



























COLTON v. COMMONWEALTH EDISON CO. 








ter of the complaint: (1) that 
plaintiff had failed to exhaust his 
administrative remedies and, there- 
fore, could not invoke the jurisdiction 
of a court of equity; (2) that plain- 
tiff’s allegations of defective procedure 
adopted by the Commission constitut- 
ed a collateral attack on Commission 
action; (3) that the relief prayed by 
plaintiff constituted the fixing of pub- 
lic utility rates, a matter outside the 
jurisdiction of the court; and (4) that 
where the Commission, in the exercise 
of administrative discretion expressly 
granted by statute, did not suspend 
new rate schedules, the court had no 
power to do so. 

The company filed a motion to dis- 
miss the suit, supported by affidavit. 
On the basis of the pleadings and ex- 
tensive arguments of counsel for all 
the parties, the chancellor found that 
plaintiff had an adequate remedy at 
law under the Utilities Act and that 
the complaint failed to state a cause 
of action over which the court had 
jurisdiction, and he dismissed the 
complaint for want of jurisdiction. 
This appeal by plaintiff followed. 

Pending the appeal in this court, the 
company on June 13, 1952, filed a mo- 
tion to dismiss the appeal or, in the 
alternative, to affirm the decree; the 
motion was reserved to hearing. In 
that motion it called attention to the 
fact that when the appeal was called 
for oral argument before the supreme 
court on May 20, 1952, the court di- 
rected that the argument be confined 
to the motion to transfer the cause, 
and at the conclusion thereof entered 
its order allowing the motion. Plain- 
tiff’s principal contention in the su- 
preme court was that his constitutional 
rights had been violated. In transfer- 
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ring the appeal to this court the su- 
preme court resolved the constitution- 
al issues adversely to plaintiff. Under 
the circumstances, we feel called upon 
to consider and decide only the juris- 
dictional question upon which the cir- 
cuit court based its order of dismissal. 
Hillmer v. Chicago Bank of Com- 
merce (1942) 316 Ill App 445, 45 
NE2d 65; McNeil v. Allen (1917) 
205 Ill App 199. 

[1] The circuit court had dis- 
missed the suit for want of juris- 
diction, evidently in consonance with 
the general rule that a court of equity 
will not take jurisdiction of a cause 
if plaintiff has an adequate remedy 
at law ; and if the legal remedy consists 
in part of proceedings before an ad- 
ministrative agency, courts of equity 
have an added reason for declining ju- 
risdiction. The cases so holding point 
out that administrative agencies are 
created by the legislature to perform 
specific functions, and in order to af- 
ford an agency adequate opportunity 
to discharge its responsibilities, courts 
refuse to entertain complaints involv- 
ing the subject matter of the duties 
of the agency until the complainant 
has exhausted all remedies before the 
agency. Texas & P. R. Co. v. Abilene 
Cotton Oil Co. (1907) 204 US 426, 
51 L ed 553, 27 S Ct 350; McCollum 
v. Southern Bell Teleph. & Teleg. Co., 
163 Tenn 277, PUR1932A 462, 43 
SW2d 390. Plaintiff here sought to 
invoke equitable jurisdiction before ex- 
hausting either his remedy before the 
Commission, an administrative agen- 
cy, or his legal remedy in a court of 
review. It has also been held that 
the Utilities Act superseded all com- 
mon-law remedies so far as rates are 
concerned ; that the statutory remedies 
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afforded consumers under the act are 
exclusive; that under the act the in- 
itiation of a rate is an attribute of 
management by a utility subject to 
the power of the Commission to 
change a rate if it finds it not just and 
reasonable; that the rate filed by a 
utility in accordance with the proce- 
dure prescribed by the act is presumed 
to be lawful and must be complained of 
in the first instance before the Com- 
mission; and that the courts do not 
have jurisdiction to fix rates. The 
decision whether or not to suspend the 


‘ new rates filed by the company in 


this case was clearly within the ad- 
ministrative discretion of the Commis- 
sion, and if it saw fit, in its discretion, 
not to suspend the new rates, the cir- 
cuit court had no jurisdiction to sub- 
stitute its judgment for that of the 
Commission. Algoma Coal & Coke 
Co. v. United States (DC Va 1935) 
11 F Supp 487; West New York v. 
Public Utility Comrs., 8 NJ Mis R 93, 
PUR1930B 382, 148 Atl 603; Har- 
rison Electric Co. v. Citizens’ Ice & 
Storage Co., 149 Ark 502, PUR1921 
E 674, 232 SW 932; McCollum v. 
Southern Bell Teleph. & Teleg. Co., 
supra. 

[2, 3] The Utilities Act provides 
a method of review of Commission 
action, and in seeking such review 
statutory procedure must be followed, 
Alton R. Co. v. Commerce Commis- 
sion (1950) 407 Ill 202, 95 NE2d 
76; People ex rel. Illinois Highway 
Transp. Co. v. Biggs (1949) 402 Ill 
401, 84 NE2d 372; and where the 
Commission had jurisdiction over the 
parties and the subject matter, as it 
did in the instant case, alleged defects 
in Commission procedure, such as the 
lack of proper hearing, cannot be at- 
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tacked collaterally but must be attacked 
on direct review in manner provided 
by the act, Illini Coach Co. v. Com- 
merce Commission (1951) 408 Il 
104, 88 PUR NS 452, 96 NE2d 518; 
Chicago, N. S. & M. R. Co. v. Chicago 
(1928) 331 Ill 360, 163 NE 141. 
The act clearly indicates the legislative 
intent that the Commission be given 
the opportunity to consider and cor- 
rect its actions and decisions before 
they can be attacked in the courts. 
Alton R. Co. v. Commerce Commis- 
sion, supra; Granite City v. Commerce 
Commission (1950) 407 Ill 245, 88 
PUR NS 408, 95 NE2d 371. The 
foregoing cases involved orders en- 
tered by the Commission from which 
statutory appeals clearly lay to the 
courts. Plaintiff in the instant case 
had the right to invoke the reconsid- 
eration of the Commission’s deci- 
sion by filing a complaint with the 
Commission, and if he felt dissatisfied 
with the order disposing of his com- 
plaint, he had the further right to take 
a statutory appeal therefrom. In fact, 
he had a period of six to seven months 
in which to file a complaint before he 
was actually affected by change in rates. 
Plaintiff evidently recognized the 
remedies available to him because he 
filed a complaint before the Commis- 
sion on December 29, 1950, only two 
days before the expiration of the pe- 


riod, and demanded that the Commis- 
sion enter a summary order canceling 
the company’s schedules that eliminat- 
ed Rate 67(A9). The Commission 
promptly set his complaint for hear- 
ing, but he abandoned his administra- 
tive remedy and sought, rather, in- 
junctive relief in the circuit court. In 
the circumstances the chancellor was 
right in dismissing the complaint for 
lack of jurisdiction; to have taken ju- 
risdiction would be tantamount to 
usurpation by the court of the func- 
tions of the Commission. Plaintiff 
takes the position and cites cases hold- 
ing that where a constitutional right 
has been violated, a party may seek 
the intervention of a court of equity, 
but since the constitutional aspects of 
the case were decided adversely to 
plaintiff by the supreme court by rea- 
son of its transfer of the case, the deci- 
sions relied upon do not apply. 

Because of our holding with respect 
to the jurisdictional phase of the case, 
other points urged such as the right of 
a single customer receiving service 
under the rate here involved to bring 
a class suit need not be considered. 

The decree of the circuit court 
should accordingly be affirmed, and it 
is so ordered. 


Decree affirmed. 


Niemeyer and Burke, JJ., concur. 
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Chick’s Variety Store 


New England Telephone & 
Telegraph Company 


D.P.U. 10456 
May 13, 1953 


ETITION for public hearing regarding proposed removal of 
F tne: dismissed. 


Service, § 134— Telephone discontinuance for unlawful use — Validity of regu- 
lation. 
1. A regulation permitting a telephone company to discontinue service upon 
notice from a law enforcement agency, acting within its jurisdiction, that 
the service is being used in violation of law, is reasonable, p. 89. 
Interstate commerce, § 73 — Powers of state — Ruling by Federal Communications 
Commission — Telephone facilities. 
2. The intent of Congress, in establishing the Federal Communications Com- 
mission Act, was not to divest the states of their power to supervise the 
condition under which telephone service is to be furnished merely because a 
subordinate or incidental use of the local facilities may be in interstate 
commerce, p. 89. 
Service, § 485 — Procedure — Discontinuance for unlawful use — Subscriber's 
remedy. 
3. The remedy of a telephone subscriber whose service has been discontinued 
because of unlawful use is to complain to a judicial, and not to an adminis- 
trative, body, p. 89. 

Service, § 485 — Procedure — Discontinuance of telephone — Subscriber's remedy. 
4. State statutes requiring a telephone company to render service without 
discrimination and giving jurisdiction in equity to the courts to enforce this 
requirement afford an aggrieved subscriber a remedy against arbitrary action 
of the police in requesting the discontinuance of service, without placing the 
administrative tribunal in the position of passing on matters of public policy 
which it is not equipped to handle, p. 89. 


¥ 


APPEARANCES: Francis M. Mc- By the DEPARTMENT: Frank J. 
Mahon and Anthony J. Ruberto, for Monterosso, doing business as Chick’s 
Chick’s Variety Store; John C. Kane, Variety Store, complained to the De- 
for New England Telephone and Tele- partment that New England Tele- 
graph Company; Edward N. Gadsby, phone and Telegraph Company had 
Counsel, for Department. served notice upon him that it intended 
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to terminate the telephone service 
theretofore rendered him at his store 
at 182 West Street, Pittsfield, and 
asked the Department to compel the 
company to continue such service. A 
public hearing was held on April 22, 
1953, on such complaint in accordance 
with the procedure approved in the 
Hotel Statler Case, New England 
Teleph. & Teleg. Co. v. Department 
of Public Utilities, 262 Mass 137, 
PUR1928B 396, 159 NE 743, 56 
ALR 784. Consistently with what we 
conceive to be fundamental equitable 
principles, the fact that service had not 
yet actually been terminated was ig- 
nored, since the telephone company did 
not deny its intention to do so. 

At the hearing, it appeared that the 
complainant had appeared before the 
district court of Pittsfield on Febru- 
ary 16, 1953, charged with registering 
bets in violation of § 17 of Chap 271 
of the General Laws. On his plea of 
not guilty, the complaint was dismissed 
after trial. The district court judge 
customarily disposes of such com- 
plaints in this manner in consequence 
of a finding of not guilty. On Febru- 
ary 18, 1953, the chief of police of 
Pittsfield addressed a letter to the 
local manager of the telephone com- 
pany reading as follows: 


“Following a conference with 
Mayor Capeless and despite the court 
reversal in the case of the Common- 
wealth vs. Frank J. Monterosso, pro- 
prietor of Chick’s Variety Store, 182 
West street, telephone number 30493, 
I request that this telephone be discon- 
nected and removed on the grounds 
that we believe it is being used for 
illegal purposes.”’ 

Respondent has on file and presently 
effective a provision of its tariffs, 


Paragraph X of §1 of its M.D.P.U. 
No. 6, reading as follows: 


“X. Use of Service for Unlawful 
Purposes 

“The service is furnished subject 
to the condition that it will not be 
used for an unlawful purpose. Service 
will not be furnished if any law en- 
forcement agency, acting within its 
jurisdiction, advises that such service 
is being used or will be used in viola- 
tion of law. If the telephone company 
receives other evidence that such serv- 
ice is being or will be so used, it will 
either discontinue or deny the service 
or refer the matter to the appropriate 
law enforcement agency.” 

[1-4] The basic questions raised 
by this proceeding are far from novel. 
The applicable cases decided prior 
thereto were analyzed in some detail 
by the Department in Rodman v. New 
England Teleph. & Teleg. Co. D. 
P. U. 7322, 61 PUR NS 242, decided 
November 20, 1945. The principles 
there laid down have been followed by 
us since that time. See Re McCabe 
(1949) D. P. U. 8616, 78 PUR NS 
127, and Re A. C. Company (1949) 
D. P. U. 8672, 79 PUR NS 159. 
However, the unbroken line of cases 
referred to in the Rodman Case, supra, 
and which have since been adhered to 
in a number of other jurisdictions 
(see, for example, Partnoy v. South- 
western Bell Teleph. Co. [Mo. 1947] 
70 PUR NS 134; Shillitani v. Valen- 
tine [1947] 296 NY 161,67 PUR NS 
150, 71 NE2d 450) has met with a 
very serious dissent in Katz v. Amer- 
ican Teleph. & Teleg. Co. (FCC) 92 
PUR NS 1, order dated December 21, 
1951, rehearing denied, March 20, 
1953. With all due respect to the 
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authority of the Federal Communica- 
tions Commission, we are not im- 
pressed with the arguments which 
have swayed the majority in this de- 
cision. Together with Commissioner 
Walker, whose experience in regula- 
tion of telephone utilities is proverbial, 
we are in agreement with the examiner 
in her original decision reported in 
Katz v. American Teleph. & Teleg. 
Co. (FCC 1950) 86 PUR NS 65. 
We do not believe that the intent of 
Congress in establishing the Federal 
Communications Commission was to 
divest the states of their power to 
supervise the conditions under which 
telephone service is to be furnished 
merely because a subordinate and in- 
cidental use of the local facilities may 
be in interstate commerce. The great 
weight of authority still sustains the 
conclusion that a tariff provision of 
this nature is fair and reasonable, and 
that the remedy of the applicant is to 
complain to a judicial and not to an 


administrative body. General Laws, 
Chap 166, § 14, requires the respond- 
ent to furnish telephone service with- 
out discrimination, and $15 of the 
same chapter gives jurisdiction in 
equity to the supreme judicial and 
superior courts to enforce this statute. 
While this remedy is not exclusive 
(see the Hotel Statler Case, supra), 
it affords an aggrieved individual a 
remedy against arbitrary action of the 
police, without placing this adminis- 
trative tribunal in the position of pass- 
ing upon matters of public policy which 
it is not equipped to handle. 

For the foregoing reasons, we are 
not inclined to depart from the course 
of action we have previously followed 
in cases of this nature, and it is, 
therefore, 

Ordered: That the complaint of 
Frank J. Monterosso, d/b/a Chick’s 
Variety Store, dated March 11, 1953, 
be and the same hereby is dismissed. 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Borough of Carteret 


Middlesex Water Company 


Docket No. 7132 
June 3, 1953 


OMPLAINT by borough relating to water pressure for 


hydrants; dismissed. 


Service, § 475 — Water — Fire fighting purposes — Pressure. 
1. Any water utility which undertakes to furnish a municipality with water 
for fire fighting purposes must maintain a sufficient pressure in hydrants 
under the control of the municipality, p. 92. 
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Service, § 475 — Water — Fire fighting purposes — Pressure. 
2. A complaint by a borough that the water service provided it by a utility 
was inadequate for fire fighting purposes was dismissed where the pressure 
at the fire hydrants within the borough was reasonably adequate for the pur- 
poses for which the water was supplied, p. 92. 


APPEARANCES: John R. Sailer, 
Deputy Attorney General, for Board 
of Public Utility Commissioners; 
David M. Lane, Director, Division of 
Engineering, on behalf of the Board 
of Public Utility Commissioners ; 
Benedict Harrington, for borough of 
Carteret; William H. Speer, for Mid- 
dlesex Water Company. 


By the Commission: The borough 
of Carteret filed a formal complaint 
against the Middlesex Water Company 
alleging that the water supplied in the 
borough was not potable and was unfit 
for domestic purposes, including drink- 
ing. It also alleged that the company 
failed to supply water to the borough 
of Carteret with sufficient pressure for 
fire fighting purposes. 

Public hearings were held at the 
Board’s hearing room at 1060 Broad 
street, Newark, New Jersey, on Feb- 
ruary 3, February 17, March 10, and 
March 11, 1953. Many witnesses, 
both individual consumers and experts, 
were heard. During the course of the 
hearings, counsel for the borough of 
Carteret abandoned the first count of 
his complaint concerning the potability 
of the water for human consumption. 

The sole question for the Board to 
decide is whether the Middlesex Water 
Company is required to furnish water 
with sufficient pressure for fire fighting 
purposes to the borough of Carteret. 


The Board considers the water fur- 
nished to the borough for fire fighting 
purposes to be the water delivered to 


the fire hydrants throughout the mu- 
nicipality. 

An expert witness for the complain- 
ant testified that there was a reduction 
of approximately 30 per cent in the 
available fire flow in 1952 as compared 
with 1942. He stated that he did not 
know if this reduction would produce 
a hazardous situation. While he rec- 
ommended a flow of twice what is 
presently available, he admitted that 
his recommendation was made for the 
reduction of fire insurance hazard clas- 
sification only. 


Another expert witness made tests 
at a hydrant located in front of one of 


the industrial plants and inside the 
plant. In the street, at a fire hydrant, 
the static pressure varied from 64 
pounds per square inch to 66 pounds 
per square inch. At a flow of 643 
gallons per minute, the residual pres- 
sure was 55 pounds per square inch. 
At a flow of 900 gallons per minute, 
the residual pressure was 42 pounds 
per square inch. A test was made in- 
side the plant shortly after the above 
measurements were taken, and showed 
that with the static pressure of 64 
pounds per square inch near the indus- 
trial water meter the flow was 728 
gallons per minute. The residual 
pressure in the fire hydrant in the street 
was found to be 52 pounds per square 
inch and the residual pressure inside 
the plant was 32 pounds per square 
inch. The difference in residual pres- 
sures was attributed to the friction loss 
in the meter and the witness admitted 
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that this loss could be changed by 
putting in a different type of water 
meter. Other testimony showed that 
the static pressure at this plant varied 
from a daily average high of 75 pounds 
per square inch to a daily average low 
of 34 pounds per square inch during 
1952. 

The testimony indicates that the 
pressure and volume of the water avail- 
able in the hydrants in the street are 
adequate for fire fighting purposes by 
the borough’s fire fighting equipment. 
There was no testimony that the Mid- 
dlesex Water Company was furnishing 
an insufficient quantity of water for 
fire fighting equipment. 

At the conclusion of the hearings, 
the parties were given the opportunity 
to submit memoranda on the question 
of the legal requirement of a water 
utility to furnish water at any par- 
ticular pressure. , 

The complainant, borough of Car- 
teret, stated in its memorandum that 
the respondent, Middlesex Water 
Company, was under a duty to furnish 
water at a pressure adequate for fire 
protection. In support of this, it cited : 
R.S. 48 :2-23, “The Board may 
require any public utility to furnish 
safe, adequate and proper service 


The respondent, Middlesex Water 
Company, stated in its memorandum 
that it was under no legal duty to fur- 
nish water at any specific pressure so 
long as it furnished water that meets 


every requirement of ordinary service. 

The Board now must consider the 
Tariff Regulations of the utility. Gen- 
eral Rule 17 states in part: “The 
company undertakes only to use rea- 
sonable care and diligence to provide 
a constant supply of water through its 
pipes but does not undertake to render 
any special service or to maintain any 
fixed or definite quantity or pres- 
sure .” Therefore, the Tariff 
Regulations of the company do not 
impose upon the company any greater 
duty than that of reasonable care. 

[1, 2] The Board considers that any 
water utility which undertakes to fur- 
nish a municipality with water for fire 
fighting purposes must maintain a suf- 
ficient pressure at fire hydrants which 
are under the control of the municipal- 
ity. This is a duty which flows to the 
municipality from the utility because 
of the public purpose for which the 
water is used. Hackensack Water Co. 
v. Ridgefield (1921) 96 NJL 526, 
115 Atl 399. 

The evidence in this case shows that 
the pressure at the fire hydrants varies 
within reasonable limits and_ that 
these pressures are reasonably ade- 
quate for the purposes for which this 
water is supplied. 

The Board, after a consideration of 
all the record, memoranda, and argu- 
ment of counsel, finds that the 
water pressures for municipal fire 
fighting purposes are reasonably ade- 
quate. 
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UNITED STATES COURT OF APPEALS, FIFTH CIRCUIT 


United Gas Pipe Line Company 


Federal Power Commission 


No. 13958 
203 F2d 78 
March 17, 1953 


PPEAL from order of Federal Power Commission dismissing 
petition for declaratory relief under rate schedule; motion 
to dismiss petition granted without prejudice. 


Appeal and review, §6—Orders subject to review — Dismissal of petition for 


declaratory relief. 


An order of the Federal Power Commission dismissing a petition by a 
pipeline company for declaratory relief under its rate schedule, pursuant to 
§ 1.7(c) of the General Rules and Regulations [18 CFR 1.7(c)], is not a 
reviewable order, since the company is not aggrieved and its rights and 
remedies, if any, remain the same as when the application was filed, entirely 
unaffected by the recitations of the Commission or the order of dismissal. 


APPEARANCES: W. Scott Wilkin- 
son, C. Huffman Lewis, W. O. Crain, 
E. J. Freiberg, J. C. Ohrt, George D. 
Fiser, Shreveport, La., for petitioner ; 
James Lawrence White, William A. 
Dougherty, Henry F. Lippitt, 2nd, 
New York city, for Mississippi River 
Fuel Corp, intervener; Lambert Mc- 
Allister, Associate General Counsel, 
Bradford Ross, Bernard A. Foster, 
Jr., Howell Purdue, Attorneys, Fed- 
eral Power Commission, Washington, 
D. C., for respondent, Federal Power 
Commission; Frederic M. P. Pearse, 
Jr., Francis J. Walsh, Louis C. Kap- 
lan, Attorneys, Federal Power Com- 
mission, Washington, D. C., of coun- 
sel. 


Before Hutcheson, CJ., and Holmes 
and Rives, CJJ. 


Rives, CJ.: Appealing from an 
order of the Federal Power Commis- 
sion dated October 31, 1951, dismiss- 
ing its petition for declaratory relief 
under its rate schedule covering the 
sale of natural gas to Mississippi Riv- 
er Fuel Corporation, United Gas Pipe 
Line Company, as appellant, seeks, 
under §19(b) of the Natural Gas 
Act, 15 USCA §717r(b), and $10 
of the Administrative Procedure 
Act, 5 USCA §1009, to have it 
reviewed. 

The Commission moves to dismiss 
on the ground that the order appealed 
from is not a reviewable order. Point- 
ing out that, under subsection (c) of 
§ 1.7 of the General Rules and Regula- 
tions of the Commission, the making 
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of a declaratory order is discretionary’ 
with the Commission, and that the 
Commission’s order of dismissal does 
not purport to be, and is not, disposi- 
tive of any right of petitioner, and it 
has not, therefore, been aggrieved 
thereby, the Federal Power Commis- 
sion insists that the order is not sub- 
ject to judicial review and the appeal 
should be dismissed. 

We agree. We do not construe the 
order complained of as appellant does, 
or as depriving petitioner of any rights 
or causing it to be otherwise “ag- 
grieved” within the meaning of § 19 
(b) of the Natural Gas Act. The 
mere recitals in the Commission’s 
order relating to the background facts 
of the dispute and to the effect of the 
Commission’s prior orders of Decem- 
ber 20, 1949, and June 27, 1950, do 
not require petitioner to do or refrain 


from doing anything, fix any liability 
or responsibility upon petitioner, or 


finally determine its rights or obliga- 
tions. Under such circumstances, pe- 
titioner has not been aggrieved by the 
Commission’s dismissal of its applica- 
tion for such order without a hearing, 
and its rights and remedies, if any, re- 
main the same as when the application 
was filed, entirely unaffected by the 
recitations preceding or the order of 
dismissal. See United States v. Los 
Angeles & S. L. R. Co. 273 US 299, 
309, 310, 71 L ed 651, PUR1927B 
357, 47 S Ct 413 ; Chicago & Southern 
Airlines v. Waterman Steamship 
Corp. (1948) 333 US 103, 112, 113, 
92 L ed 568, 74 PUR NS 191, 68 S 
Ct 431. 

The motion of the Federal Power 
Commission to dismiss said petition 
for review is accordingly granted and 
the petition is dismissed without preju- 
dice to appellant therefrom, costs of ap- 
peal taxed to appellant. 





1 Section 1.7 of the General Rules and Regu- 
lations of the Commission deals with petitions 
which may be filed with the Commission. Sub- 
section (c) thereof (18 CFR §1.7(c)) pro- 
vides : 

“For declaratory orders. Petitions for the 
issuance in the discretion of the Commission, 
of a declaratory order to terminate a contro- 
versy or remove uncertainty, shall state clearly 


and concisely the controversy or uncertainty 
which is the subject of the petition, shall cite 
the statutory provision or other authority in- 
volved, shall include a complete statement of 
the facts and grounds prompting the petition, 
together with a full disclosure of petitioner's 
interest, and shall conform to the requirements 
of Rules 15 and 16 (18 CFR §§ 1.15, 1.16.)” 
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MICHIGAN PUBLIC SERVICE COMMISSION 


Re Consumers Power Company 


D-2916-53.2 
June 2, 1953 


PPLICATION by an electric company for authority to reduce 
A rates in a competitive area; granted, 


Rates, § 140 — Reduction in competitive area. 
1. A rate reduction proposed by an electric utility in a competitive area 
will be approved where it means a material saving to customers and will 
in no case cause an increase in the bills of other customers and where it is 
necessary if the company is to be permitted to compete with a municipal 
plant operating in the same territory, p. 95. 


Expenses, § 64 — Loss in competitive territory. 
2. Patrons residing in a noncompetitive territory of an electric utility 
cannot be charged with any losses sustained by the company in a competi- 
tive territory in its efforts to meet the lower prices charged by a com- 


peting municipal plant, p. 95. 


y the Commission: On May 13, 
1953, Consumers Power Company 
filed with this Commission an appli- 
cation requesting approval of a pro- 
posed revision in its presently filed 
Rate Schedule, Residential Service— 
Open Order Rate “RLT,” incorpo- 
rated in its Schedule of Rates 
M.P.S.C. No. 6—Electric. 

Applicant presently has on file its 
Schedule of Rates M.P.S.C. No. 6— 
Electric, First Revised Sheet No. 9, 
setting forth its residential service rate 
in the competitive territory of the city 
of Traverse City, presently served by 
the petitioner and the electric light 
and power department of the said city. 

If the city of Traverse City were to 
be considered as an isolated commu- 
nity served by the Consumers Power 
Company, there could be no question 
but that the rates should be approved 


as they will mean a material saving to 
the customers served by said company 
and will in no case cause an increase 
in any customer’s bill. The city of 
Traverse City, however, is not an iso- 
lated community but merely a part of 
the general territory served by said 
company in its electric utility busi- 
ness and it may be contended that any 
changes made in the rates for the city 
of Traverse City should also be made 
in other corresponding communities. 
[1,2] There are a good many de- 
cisions of Public Utility Commissions 
of other states holding that a utility 
serving a wide territory may charge 
a lower rate in competitive territory 
than it charges in noncompetitive ter- 
ritory, provided the patrons in the 
noncompetitive territory are required 
to pay no more than a reasonable rate 
for the service rendered to them. Such 
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decisions, however, all contain the 
holding that the patrons in the 
noncompetitive territory cannot be 
charged with any losses sustained in 
the competitive territory. 

Applicant proposes to meet the com- 
petitive condition presently existing in 
said city, being due to petitioner and 
the city of Traverse City not charging 
identical monthly minimum charges 
for residential service, by reducing the 
minimum charge in its said rate for 
120/240 volt service from $2.50 per 
month per customer to one dollar per 
month per customer. 

Applicant represents that no exist- 
ing customer will be adversely affected 
by its proposed revision. 

The Commission having carefully 
considered the matter before it and be- 
ing advised in the premises finds that 
Consumers Power Company’s applica- 


tion filed on May 13, 1953, request- 
ing authority to revise its Rate Sched- 
ule Sheet No. 9, Residential Service— 
Open Order Rate “RLT,” should be 
approved. 

The Commission further finds that 


in any rate proceeding before this 
Commission involving applicant, rec. 
ognition must be given to the effect of 
substandard rates so that any loss sus- 
tained in a competitive territory does 
not act to the detriment of the custom. 
ers located in the noncompetitive ter- 
ritory. 

Therefore, it is ordered that Con- 
sumers Power Company shall file with 
this Commission a rate sheet that con- 
forms substantially with the proposed 
rate sheet attached to the application, 
a copy of which is attached hereto as 
Exhibit “A.” 

It is further ordered that the ap- 
proval herein given is without preju- 
dice to the power of this Commission 
at any time on its own motion, or on 
petition of any interested party to in- 
quire into and investigate the rates, 
charges, practices, and services hereby 
approved. 

The Commission retains jurisdic- 
tion of the matters herein contained 
and reserves the right to issue such 
further order, or orders, as the cir- 
cumstances may require. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities ; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


California Utilities Increase 
Gas Supply 


sciric Gas & Exvectric Company and two 
Pp i Pacific Lighting Corporation’s subsidi- 
ies, Southern California and Southern Coun- 
ties Gas Companies, acting jointly with El Paso 
Natural Gas Company, received final approval 
‘ state and Federal regulatory bodies for a 
$210,000,000 project to increase deliveries of 
cas to California by January 1, 1954. The proj- 
ect will provide an additional 150 million cubic 
cet daily of natural gas for PG&E customers 
"Northern California and a like amount for 
the two Southern California gas companies. 
Cost of the new facilities to move the addi- 
nal gas to Northern and Southern California 
rkets will total $175,000,000 for El Paso, 
820,700,000 for Pacific Gas & Electric Company 
nd $7,500,000 for the Pacific Lighting compa- 


Southern Bell Tel. to Spend 
$15,000,000 in Kentucky 

PR HluNTER GREEN, Kentucky manager of 

* Southern Bell Telephone & Telegraph 

Company, announced recently that the company 

ill spend $15,000,000 on improvements next 


lhe fund, comparable to 1953 expenditures, 
vill be spent about equally in all five Kentucky 
ort districts to take care of an expected 
rease of 20,000 customers. 


Klectric Furnaces Challenge 
The Open Hearth 

T electric utility industry and the coal in- 
lustry, knowing that both would benefit 
erially if electric furnaces replaced open 
ths, joined forces to conduct a comprehen- 
e technical-economic study to discover 
\hether the electric furnace could compete 
ith the open hearth for this major part of 
Nation’s steel production. Findings from 
survey are included in a comprehensive re- 

t just released. 
the survey disclosed that replacing open 
earth furnaces by electric furnaces could, 
) decrease the cost of making low-carbon 
teel from cold metal up to $3.15 per ton, (2) 
ncrease the national output of electricity by 
= per cent, and (3) increase coal production 
5,000,000 tons a year. The latter two 
assume a total replacement of the 


nates 


existing 950 open hearth furnaces by 760 elec- 
tric furnaces. 

Supplying power for the electric furnaces 
for the maximum potential steel tonnage 
would mean installation of 19,000,000 kilowatts 
of additional capacity. To build and equip 
these power generation facilities would take an 
investment of $3,000,000,000, not including 
transmission. The electric furnace installations 
would mean over a billion dollars in sales to 
manufacturers of furnaces and auxiliary equip- 
ment. 

Even a 10 per cent switch to electric furnaces 
in the near future holds tremendous impor- 
tance to the industries concerned. Almost 7,- 
000,000 tons of alloy and low-carbon steels 
were made in electric furnaces last year. 

Following the end of World War IT, impor- 
tant developments and improvements in equip- 
ment, and increase in furnace size, took place. 
These improvements reduced charging time, 
decreased melting time, and lowered current 
consumption. As a_ result, important econ- 
omies were achieved which brought electric 
furnace steel making costs to the level of the 
open hearth process. 

The comprehensive evaluation just 
pleted proved what had been indicated by the 
isolated experiments of individual steel com- 
panies who used the electric furnace to make 
low-carbon steel. 

The research was conducted by 
Memorial Institute for the electric utility 
companies and Bituminous Coal Research, Inc 
The 80-page report shows that capital cost for 
electric furnace installations is only 60 per 
cent the cost of open hearths; that the cold 
melt steel-making process using scrap and pig 
iron shows lower cost for the electric furnace, 
and that electric furnaces show a greater an- 
nual return on invested capital. For the 50 per 
cent hot metal—50 per cent scrap metal process, 
annual return on invested capital with the elec 
tric furnace is equal to or greater than the 
open hearth. The study and report were based 
on full capacity operation. Less than full « 
pacity operation would tend to favor the elec- 
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tric furnace because fixed costs are lower. 

This report contains detailed tables showing 
not only costs, but also operating data— 
pounds, ‘gallons, manhours, etc.—so steel com- 
panies can readily apply their own operating 
and cost data to evaluate electric furnaces ver- 
sus open hearths for their own plants. It can 
be obtained at $10.00 per copy from Bitumi- 
+e Coal Research, Inc., 2609 First National 

Bank building, I Pittsburgh 2 Pa. 

The Electric Furnace Fad Group which 
sponsored this research project includes: Bi- 
tuminous Coal Research, Inc., Pittsburgh, Pa. ; 
Alabama Power Company, Alabama Power 
building, Birmingham, Ala.; Cincinnati Gas & 
Electric Company, Cincinnati, Ohio; Cleve- 
land Electric Illuminating Company, Cleve- 
land, Ohio; Detroit Edison Company, Detroit, 
Mich.; Duquesne Light Company, Pittsburgh, 


search Commission representing Common- 
wealth Edison Company and Public Service 
Company, Chicago, Ill.; and West Penn Pow- 
er Company, Pittsburgh, Pa. 


G-E Plans $3,500,000 Product 
Development Laboratory 


LANS for a $3,500,000 product development 

laboratory were announced recently by Wil- 
liam E. Saupe, general manager of the large 
steam turbine and generator department of the 
General Electric Company. Construction of the 
new building is scheduled to begin at once. 
The structure will be located near the 22-acre 
turbine factory in Schenectady and will be 
completed by the end of 1954. 

The purpose of the laboratory is to improve 
the design of turbine components for more ef- 
ficient use of steam in the generation of elec- 


Pa.; Ohio Edison Company, Akron, Ohio; 
Ohio Power Company, Canton, Ohio; Pennsyl- 
vania Electric Company, Johnstown, Pa.; 
Pennsylvania Power & Light Company, Allen- 
town, Pa.; Philadelphia Electric Company, 
Philadelphia, Pa.; Public Service Electric & 
Gas Company, Newark, N. Utilities Re- 


tricity. “The new facilities will make possible 
the exploration of new areas in the develop- 
ment of power generation equipment,” Mr. 
Saupe said. 
The laboratory will carry on development 
(Continued on page 36) 
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$360,000, 000 


Ohio Valley Electric Corporation 


First Mortgage and Collateral Trust Bonds 
334% Series due 1982 


Ohio Valley Electric Corporation, formed by 
the utility companies listed below, will sup- 
ply the entire electric power requirements 
of the Portsmouth Area Project of the 
United States Atomic Energy Commission. 


Underwriter 
Distributor Dealer 


American Gas and Electric Company 
Appalachian Electric Power Company 


Investment Bonds 
and Stocks 


Indiana & Michigan Electric Company 
The Ohio Power Company 
The Cincinnati Gas & Electric Company 
Columbus and Southern Ohio Electric Company 
The Dayton Power and Light Company 
Kentucky Utilities Company 
Louisville Gas and Electric Company 
Ohio Edison Company 
Pennsylvania Power Company 
Southern Indiana Gas and Electric Company 
The Toledo Edison Company 
The West Penn Electric Company 
Monongahela Power Company 
The Potomac Edison Company 
West Penn Power Company 


FIRST BOSTON 
CORPORATION 
New York Boston Pittsburgh 
Philadelphia 


Cleveland San Francisco 


Subject to the provisions of Purchase Agreements 
negotiated by The First Boston Corporation, certain 
institutional investors have entered into commitments 
to purchase the above Bonds in instalments on or 
before January 1, 1957. 


Chicago 
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Only when you have comprehensive, 
accurate, and reliable facts at hand 
can sound decisions be made. 


Reports 


Commonwealth's specialists —with 


Business Surveys years of experience in financial work, 
Appraisals 


engineering, taxes, insurance, and the 
many other phases of today's business 
activity will analyze the many factors 
affecting the operations and future 
outlook of a given business or industry. 


As a preliminary to investment; to ob- 
tain a perspective on existing business 
or future expansion; to get all the 
facts — use a Business Analysis by 
Commonwealth as your blueprint for 
sound executive decision. 


“A man's judgment 
is no better 

than the facts 

at his command...” 


GET THE FACTS! 


We invite your inquiry. Write for our booklet 
describing in detail the many services avail- 
able to you. 
Address: Department E 
INVESTIGATIONS iy a See 20 Pine Street, New York 5, N.Y. 
REPORTS 3 
FINANCING 
ACCOUNTING 
TAXES 
INSURANCE 
PENSIONS 


DEPRECIATION fh | ‘Gam . : and subsidiaries 


VALUATIONS 
ms 6 Steven Gnamennees COMMONWEALTH ASSOCIATES INC. 


rates [i Cai COMMONWEALTH GAS CONVERSIONS INC. 
PURCHASING 


RIAL & PUBLIC RELATIONS [ae a. 3 20 Fine Sted, New York 5 NY 
ADVERTISING i w forks Michigan Washinglo. DC 


GAS CONVERSIONS 
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work in both the high pressure and low pres- 
sure sections of turbines as well as testing of 
improved designs of buckets to be used in new 
large turbines. 

General purpose testing facilities will be in- 
cluded for equipment such as hydrogen seals, 
steam seals, oil pumps, bearings, fans, and 
other turbine and generator components. 


Petersen Eng. Names Muchmore 
As Chief Engineer 


J rc nigeast of Richard W. Muchmore as 
chief engineer in direct charge of all pro- 
duction at Petersen Engineering Company has 
been announced by Gerald A. Petersen, presi- 
dent of the West Coast firm, said to be the na- 
tion’s largest manufacturer of earth augers. 

Mr. Muchmore comes to the Petersen or- 
ganization from Federal Mogul organization 
of San Francisco which firm he joined upon 
graduating from college as engineer. He later 
hecame production manager and_ eventually 
San Francisco division manager. 


Safety Awards to Be Presented 
To 1oo Gas Utilities 


O* hundred gas utility companies will be 
presented with awards for outstanding ac- 
cident prevention work at the fifth conference 
sponsored by the Accident Prevention Commit- 


tee of the American Gas Association at the 
Statler Hotel, Buffalo, New York, on Septem- 
ber 17th. A. Sidney Hancock, director of 
safety, Long Island Lighting Co., Mineola, N, 
Y., is chairman of the AGA Accident Preven- 
tion Committee. 

Top awards will be presented to the ten mem- 
ber companies having the best accident pre- 
vention experience in 1952 in a classification of 
companies as to size. Additional awards will 
be made to 90 companies who reduced the fre- 
quency of accidents 25 per cent or more, in 
1952 as compared with 1951. 


Stein Named President of 
Leeds & Northrup 


Ts election of I. Melville Stein as presi- 
dent of Leeds & Northrup Company was 
announced recently by the board of directors. 
Mr. Stein, formerly executive vice-president, 
succeeds Charles S. Redding who, after 14 
years as Leeds & Northrup president, becomes 
chairman of the board, a post which has been 
vacant since the death of Morris E. Leeds in 
1952. The company manufactures electrical 
measuring instruments, automatic controls and 
heat-treating furnaces. 

Other changes in management responsibili- 
ties also were announced. D. H. Schultz, who 
has been secretary and treasurer since 1940, 


(Continued on page 38) 
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ing 
head straight for Sorg — where 
you can be sure that your job 
will reflect famous Sorg quality, 
no matter how worrisome your 
deadline. 


For the past 33 years, Sorg has 
specialized in annual reports 
and all types of corporate and 
legal printing — from design 
through composition, printing, 
binding and mailing. Our 2+ 
hour a day availability accounts 
for our speed; our one standard 
of excellence explains our repv- 
tation with a long list of prestige 
clients. 








But if you have a financial print 
roblem, it will pay you tof 
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Mountain States Telephone & Telegraph Co. 


SAVES TIME—CUTS COST 


WITH 


R MANEUVERING 

faster turning in streets and tight 
ecause of 10914 inch wheelbase of 
odel 3020 line construction work. 


A CREW SPACE 

-man crew Compartment with over- 
ngth shorter than conventional line 
s. 60 inch CA dimension, shorter 
base make it possible. 


hite 3000 


TAILORED right to the job, the White 3000 has functional 
advantages that cannot be matched ... that mean time say- 
ings and cost reductions first day in service. 

In specialized line construction service, its exclusive 
design pays off for Mountain States Telephohe & Telegraph 
Co., which has been operating Whites for 40 years. 

Faster maneuvering, driving ease, safety and visibility 
all are definite advantages. And the power-lift cab saves 
inspection and maintenance time. 

In every way, you'll find the White 3000 is today’s way 
to efficient, economical truck transportation. 

See your White Representative for facts. 


THE WHITE MOTOR COMPANY 
Cleveland 1, Ohio 


_ 3000 JZ 
Retishasie 


FOR MORE THAN 50 YEARS THE GREATEST NAME IN TRUCKS 
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succeeds Stein as executive vice president 
while retaining the duties of treasurer. George 
W. Tall, Jr., vice president, assumes the addi- 
tional post of secretary. 


Natural Gas Expansion 
Detailed in New Study 


DETAILED picture of the projects, com- 
panies and communities involved in the 
multi-billion-dollar expansion program of the 
nation’s natural gas industry is presented in 
the 1953 edition of “Natural Gas Construc- 
tion Data,” a 50-page brochure published by 
the Gas Appliance Manufacturers Association. 
It shows how Federal Power Commission 
approval of more than 10,000 miles of pipe- 
line construction during the past two years 
will bring new natural gas services to 165 com- 
munities of more than 50,000 population. It 
also provides similar data on applications now 
before FPC which will involve an additional 
12,709 miles of pipeline construction which is 
expected to cost $1,143,292,000. 

H. Leigh Whitelaw, managing director of 
the association, said the study was made to 
provide banks, insurance companies, invest- 
ment houses and other financial organizations 
with detailed information about the spectacular 
expansion of the natural gas industry. 

The brochure lists the 165 cities which will 


receive new natural gas services, provides the 
names and addresses of the pipeline and operat- 
ing utility companies participating in pipeline 
construction approved from July 1, 1945 
through May 31, 1953. It details the mileage, 
cost, line sizes, estimated steel line pipe ton- 
age, compressor horsepower, FPC docket num- 
bers and purpose of pipeline projects, author- 
ized, completed or pending from July 1, 1945 
to January 1, 1953. 

The brochure is available at $2.00 per copy. 
It may be obtained from the Marketing and 
Statistical Department of the Gas Appliance 
Manufacturers Association at 60 East 42nd 
Street, New York 17, N. Y. 


Grymes Named Sales Manager 
Koppers Wood Preserving Div. 


Agreceruent of Douglas Grymes, Jr., to the 
new consolidated post of sales manager of 
the wood preserving division of Koppers Com- 
pany, Inc., was announced recently by W. P. 
Arnold, vice president and general manager of 
the division. 

As head of a new staff department, Mr. 
Grymes will have responsibility for both rail- 
road and commercial sales of the wood pre- 
serving division, including sales of pressure- 
treated utility poles. 
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WRITE FOR YOUR COPY 
192 pages of B-G standardized com- 
ponents, accessories, typical con- 
veyor layouts and installation pho- 
tographs. Complet prehensive, 
easy-to-use. Please request catalog 
76-A on your company letterhead. 
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Rural Electrification Engineering 





By Unus F. Earp 
Associate Agricultural Engineer, 
Virginia Agricultural Experiment Station 
313 pages, 6x9, 
278 illustrations, $4.00 
McGraw-Hill Publications in 
Agricultural Engineering 
Here is a new book which 
provides practical answers to 
problems covering the de- 
sign, construction, operation and maintenance of 
rural electric systems. Comprehensive treatment 
is given to electrical fundamentals, types and 
materials of construction and mechanical design 
for rural lines. It covers the application of 
electric motors, switches, controls and electron- 
ics, and modern techniques used in organizing 
and administering a rural electrification pro- 
gram. You'll also find helpful information on 
heat, radiation and electrical measurements. 
Using numerous photographs and drawings, 
this book pictures typical types of construction, 
tells how to select construction materials such 
as poles, insulators, conductors, etc., how to 
solve mechanical problems and maintain highest 
quality construction. Provides an understanding 
of techniques of anchoring a guy to the ground, 
providing for lightning protection, determining 
voltage drops, and making unit line cost esti 
mates, etc. 
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OVER 6 YEARS 
ROOF OF PERFORMANCE 





Since 1946 Leece-Neville AC-DC Alter- 


SOME OF THE MANY UTILITIES natar Systems have been delivering un- 
USING THE LEECE-NEVILLE matched performance. On 2-way radio 

cars and trucks...or wherever current 
ALTERNATOR SYSTEM demands are high, L-N Alternators give: 


25 to 40 amps with engine idling 


“s ample capacity to carry the 
-entire electrical accessory load 


@ fully charged batteries always 
Kansas Gas and Electric Co. ce better radio operation 
San Diego Gas and Electric Co. ery There are L-N Alternator Systems rated 


Kansas City Power & Light Co. ;* “at 50°amps and 95 amps for 6-volt sys- 
Arkansas Power & Light Co. tems; 60 to 150 amps for 12-volt systems. 


Ozarks Rural Electric Coop. ; S)e Ask Us to arrange a demonstration of the 
Illinois Bell Telephone Co. “-e L-N Alternator for your fleet. Or write for 
— oy + all the. facts. The Leece-Neville Company, 
a /% Cleveland 14, Ohio. Distributors in princi- 
ey - Apel cities... Service Stations everywhere. 


Monroe County Electric Coop. 
Pennsylvania Power & Light Co. 
Southwestern Public Service Co. 

Central Arizona Light & Power Co. 


re FE tee * 
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SS 
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If the service we render borders at times on the 
spectacular it is because we are better equipped in 
all phases of our work to do the unusual things 
demanded of us. And if your present financial printing 
arrangements do not give assurance of that kind of service 
it would be a wise course to try 


L i he Cc o L ad financial printers 


NEW YORK (6): 130 Cedar Street * WOrth 43760 
CHICAGO (5): 732 Sherman Street * WAbash 2-400! 


Specialized service in all 

documents relating to 

corporate finance and 
stockholder and public relations. 
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1 Prepare to pass power plant engineer 
license examinations this direct, easy way! 





ERE is a revised and enlarged Second Edition of a standard book 

that offers you in clear, practical form, much information to help 
you pass power plant engineer license examinations. Simple, yet com- 
plete in every detail, it thoroughly explains advanced rules of stationary 
engineering—outlines the approved and tested methods of operating 
power plant equipment—and carefully points out the re- 
sponsibilities of the operating engineer relative to safe 
practices and efficient operation of power plants. At the 
end of each chapter you are given valuable lists of questions 


typical of those in engineer license examinations . . . the 

answers to which are contained in the chapter material. E 

Here in a single volume is a complete home-study course 

in power plant engineering. 0 e . 4 A T | 0 N 


Guides you on all phases of power plant equipment 
construction, operation, and maintenance. By EVERETT B. WOODRUFF 
M The Drackett Company; [In 


This book shows you how to control the combustion of fuels = in Feedwater ‘Conditioning, ———- - 
: - a ‘ower i ing, o Mechani 

how to put boilers in operation . . . properly inspect steam engines 

. . - how valves function . . . and how to solve practical power plant and HERBERT B. LAMMERS 

problems without the use ¢ may oy mathematics. ¢ standard Chairman ona ae y Rapneeine, Goat ona 

practices to follow in manipulating the equipment correctly, to recog- Committee for Smo atement instru 

nize unsatisfactory conditions, and to take the necessary corrective Mathematics and — ne Ohio Mechanics 

measures a ——, nts, a are also given. —— 

See for yourself the practical value is . Engineers now in *.s 

charge of power plants, large and small, will find the book a belpful Second Edition, 543 pages, 6 x 9, 

reference on proper procedure for efficient operation and maintenance 264 illustrations, $7.50 

of all usual power plant equipment. 
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Installation of 120-EME-17 Exide-Manchex batteries 
mounted on two-level rack at the Duke Power 
Company, Dan River plant. 
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Outdoor circuit breaker installation at Don River plant. 









The Duke Power Company built a new LOW OPERATING COST: Extremely low 
largesteam-electric generating plant near internal resistance. 

Leaksville, North Carolina, the Dan River LOW MAINTENANCE COSTS: Water 
plant. This plant uses Exide- Manchex required about twice a year. No change of 
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batteries. They assure: chemical solution during life of battery. 
POSITIVE OPERATION: Dependable per- LOW DEPRECIATION: Sturdy, long-life 
formance at ample voltage for opera- construction. 

tion of switchgear. GREATER CAPACITY in a given amount 





INSTANTANEOUS POWER: High rates of space avoids overcrowding. 






for switchgear operation with adequate ee ¢ 
n reserve power for all other control ¢ir- Various sizes and types of Exide Batteries 
4 cuits and for emergency lighting. are available in plastic containers. 





Exide-Manchex is your best battery buy for all control and substation services. 


1888... DEPENDABLE BATTERIES FOR 65 YEARS...1953 


HE ELECTRIC STORAGE BATTERY CO., Philadelphia 2 ¢ Exide Batteries of Canada, Limited, Toronto 
“EXIDE” and “MANCHEX"” Reg. T.M. U.S. Pat. OJ. 
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Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 











The Analysts Journal 

20 Broad Street, Room #908 
New York 5, N. Y. 
Gentlemen: 


([] Please enter my subscription for one year at the subscription rate of $4.00. 


(] Please send me your advertising brochure. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue American Aprprarsat Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 


ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








Ford, Bacon & Davis 
eee” ENGiMCerS Ress 


NEW YORK @ CHICAGO @ LOS ANGELES 











FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 


FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 





88 CHESTNUT STREET, RIDGEWOOD, N. J. 





(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 








GIBBS & HILL Ineo. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 














INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING - WASHINGTON +» HOUSTON + PHILADELPHIA - ROME * MANILA + MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 











W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 
Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street 














JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street * CHICAGO * Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 





231 So. LaSalle Street Chicago, Illinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio @ Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 














Mention the FortNicHTLY—/t identifies your inquiry. 
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PROFESSIONAL DIRECTORY (continued) 





HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











See Kuljian Copowliont 
ENGINEERS 7 con Sew cror s 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION « MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
om Utility Management Consultants Specializing in REGULATORY 
WATER COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: "'The Value of Cost Analysis to Management" 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 


STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 











(Professional Directory Continued on Next Page) 
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Pioneer i & Engineering Co. 


CONSULTING, DESIGNING AND — SPECIALISTS IN 
OPERATING ENGINEERS | ACCOUNTING, FINANCING, RATES, 
PURCHASING f INSURANCE AND DEPRECIATION 








3! SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 


Power Plant Design and Construction 


Bd Boiler Settings ® Chimneys ® Equipment Erection 
—<——  fAlso sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 


Ne RUST ENGINEERING CO. 








SANDERSON & PORTER 
— & 


CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 


for Public Utili 
REPORTS — VALUATIONS Sets teat tate 


Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 














Mention the Fortnicutty—It identifies your inquiry 
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ALBRIGHT & FRIEL INC. 


Cc Iting —_ 





Water, Sewage and Industrial Wastes ae 
Airfields, Refuse Incinerators, Dam 
Power Plants, Flood Control 
Industrial Buildings 
City Planning, Reports, Appraisals and Rates 
Laboratory 


121 SOUTH BROAD ST. PHILADELPHIA 7 


JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 











BopDDY-BENJAMIN 


ASSOCIATES, Inc. 
CONSULTING ENGINEERS 


Power Plant Design, Specification and 
Construction Supervision 
Economic and Thermodynamic Studies 
Technical Services and Reports 


28 WEST ADAMS e DETROIT 26, MICHIGAN 





LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Mlinois 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis Ind. 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., CHicaco 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 
327 So. LaSalle St., Chicago 4, HL 





LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 





A. S. SCHULMAN ELEctTric Co. 
Electrical Contracting Engineers 


TRANSMISSION LINES—UNDERGROUND DistRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


CHiIcaco Los ANGBLES 














FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuations — Depreciation 
Investigations and Reports 


122 SourH MicHiGAN AVENUB, CHICAGO 











SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








Mention the FortNicHtLy—It identifies your inquiry 
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ence. Their products and services cover a wide range of utility needs. 


A 


Abrams Aerial Survey Corporation 
Albright & Friel, Inc., Engineers 
*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
*American Perforator Company, The 
Analysts Journal, The 

A-P Controls Corporation 

*Automatic Electric Co. 


Babcock & Wilcox Company, The 

Barber-Greene Company 

Beaumont Birch Company 

Bituminous Coal Institute 

Black & Veatch, Consulting Engineers 

Blaw- Knox Division of Blaw-Knox Co. ..........+. 22- 33 
o- th & Compa 
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Carter, Earl L., Consulting Engineer ... 
Cleveland Trencher Co., The 

Columbia Gas System, Inc. .. 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 
Consolidated Gas and Service Co. 


Day & Zimmermann Inc. Engineers 
Delta-Star Electric Division 
Dodge Division of Chrysler Corp. 


Ebasco Services Incorporated 
Electric Storage Battery Company, The 


First Boston Corporation 
Ford, Bacon & Davis, Inc., Engineers 
Foster Associates 


Gannett Fleming Corddry and Car; poster. Inc. . 47 


General Electric Company utside Back Cover 
Gibbs & Hill, Inc., Goneuiiten Engineers 44 
Gibson, A. t., Company, Inc 

Gilbert Associates, Inc., Engineers 

Gilman, +. & C 

*Glore, Forgan & Co. 

*Guaranty 





Haberly, Francis S., Consulting Engineer 
*Halsey, Stuart & Compa ny. ne. 

Hartt, Jay Samuel, Consulting Engineer 
Hill, Cyrus G., Engineers 

Hirsch, Gustav, Organization, Inc. 
Hoosier Engineering Company 


I 
International Business Machines Co ation .... 
International Harvester Company, 
Irving Trust Company 
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Jackson & Moreland, Engineers 
Jensen, Bowen & Farr 
*Justrite Manufacturing Company 


*Kidder, Peabody & Co. 

Kinnear Manufacturing Company, “The 
*Koenig Iron Works 

Kuljian Corporation, The 
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effel, James, & Company, — 
Lefer, William S., Eng 
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po ay N. Company, Engineers 
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*Main, Chas. T., Inc., Engineers 
*Mercoid Corporation, The 

*Merrill Lynch, Pierce, Fenner & Beane 
*Meyercord Co., The 

Middle West Service Co. 

*Morgan Stanley & Company 
*Motorola, Inc. 


National Association of Railroad and Utilities 
Commissioners 
Newport News Shipbuilding & Dry oot Cc 
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*Petersen Engineering Com 
Pioneer Service & Engineering 


Recording & ye Corporation 

Remington Rand Inc. ......... Inside Front Cover, 
Robertson, H. H., » Bampeny 

Rust Engineering Company, os 
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Sanderson & Porter, ages 

Sargent & Lundy, Engineers 

Schulman, A. ot : a Co., Engineers 
Sloan, Cook & Lowe, Consulting Engineers 
*Smith, Barney & Co. 

Sorg Printing Company, Inc. 

*Southern Coal Company, Inc. 

Sprague Meter Company, The 


U 
*Union Securities Corporation 
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Western Precipitation Corporation 
*Westinghouse Electric Corporation 
White, G., Engineeri orporation, The ..-- 
White Motor Com any, : 
Whitman, Requardt and hascelabes 
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ere is one of the largest high head butterfly valves 
yer built, 
| an opportunity to follow this unit from start 
‘ou would see first hand how Newport News 
massive equipment economically. For econo- 


D 
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undergoing a shop test at Newport News. 


asic advantage that results from Newport 


h integration of skill and production facilities. 


ngineering and technical staffs, operating a 
prising acres of brass, iron and steel foun- 
nuge machine shops and other extensive fab- 
ilities, have made Newport News one of the 
gest producers of hydraulic turbines, valves, 
stocks and other essential equipment .. . 
lard and special in design. 


id on your equipment. Write us today for 
of “Water Power Equipment.” 


This 16-Foot Butterfly Valve Illus- 
trates the type of work which New- 
port News takes in stride. Newport 
News built 3 such valves, each 
weighing 446,000 lIbs., for the Ross 
Power Plant, Skagit Project, De- 
partment of Light, City of Seattle, 
Washington. Designed for a water 
flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi., 
these valves were shop tested by 
Newport News at 450 psi. They are 
hydraulically operated with oil at 
1,500 psi. pressure. Shop tests assure 
speedy, trouble-free assembly of 
Newport News built equipment, on 
the site. 










NEWPORT 
NEWS 


SHIPBUILDING AND 
DRY DOCK COMPANY 
Newport News, Virginia 
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—APACITORS 





KVA or KW LOAD 











JUNE ae. > 











“ SEPT. nee 


“NOTE THAT LOAD POWER FACTOR (<™-) Is TYPICALLY LOW AT TIME OF PEAK 


Utilities report: G-E capacitors solve 
summer load problems economically 


Relieve overloaded equipment—release a 
KVA of system capacity for only $15 to $25 
CAPACITORS—THE PRACTICAL SOLUTION 


During summer months, low-power-factor air- 


conditioning loads create a serious problem for 


utilities—particularly those in warmer climates. 
The high kilovar content of these loads overloads 
transformers, causes excessive voltage drop and 
high power losses, 


ot 
° 


_ 
°o 





COST TO RELEASE KVA OF 
SUBSTATION CAPACITY 


95 90 85 
EXISTING POWER FACTOR % 


KVAR NEEDED TO RELEASE 
KVA OF SUBSTATION CAPACITY 


A 


WHAT IT WILL COST YOU to lower your peak summer 
load with capacitors. At 89% power factor, a KVA 
of capacity can be released with about 3 KVAR of 


capacitors costing $20, 


Capacitors are widely accepted as the ec 


cal solution to this problem, Installed 


and switched banks on distribution sul)stati 
busses or outlying distribution poles, cap 
of substations and oy: 
And the switched capacitors can |i 
keep voltage up right ou! 


reduce K\ \ loading 
lines. 
ulate voltage 
ends of feeders. 


BENEFITS FROM CAPACITORS 


1. Capacitors allow two to three times n 

to be carried on voltage-limited circuit- 

2. Capacitors release thermal capacity 

substations to carry more kilowatts. 

3. Capacitors often pay for themselve 
savings resulting from reduced systet 


IF YOU HAVE A SEASONAL LOAD PRO* 


If you have a seasonal load problem, i! 
you to investigate General Electric 
capacitors. For full infor- 
mation, get in touch with 
your nearest G-E repre- 
sentative or write General 
Electric Company, Section 


1L41- LE,Schenectady,N.Y ; 
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